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HIS Is not a typing exercise. It is the ac- This is a scientific grouping of characters 
tual tvpe-inspection which every Roval which Roval’s type-inspectors have worked 
must pass before it leaves the factory. out over the vears as the best way to dis- 
In this particular sample, no less than cover flaws in the type. Even so, it takes a 
eight characters contain (to us) glaring faults. 

We doubt that you can find them. 

As a starter. however, take a look at the 
“G.” It strikes too lightly on the right side. 
The “U" is out of line. The “‘Z” leans 
slightiv to the left. 


very special kind of acute eyesight to spot 
these tiny errors. 

Attention to little details like this has 
won for Royal its leadership in business . . . 
and in over 20,000 schools. That’s why it’s 
the typewriter which holds the all-time 
speed record—the make that you're most 
apt to encounter in your first job. 


So learn on a Royal, and be best prepared! 
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with no waste of time on subjects in which 
he is not interested. 

We have done a great deal of training work in co-operation with big organizations. De- 
scriptive literature will be sent, without cost or obligation, for distribution to those in your 
organization who would like information regarding I.A.S. training for beginners or for expe- 
rienced accountants. A letter to the address below will bring you full information. 
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TENTH ANNIVERSARY PROGRAM 


The general outline of the program for observance of the 
Tenth Anniversary of the founding of The Controllers Institute 
of America, in connection with the Annual Meeting, September 
29 and 30, and October 1, at the Waldorf-Astoria Hotel, New 
York City, presents these features: 


A REVIEW, AND A PROPHECY 


In the annual meeting of members, on Monday, September 
29, a review of The Institute’s accomplishments during its first 
ten years, will be presented; and an attempt will be made to 
forecast the problems and the progress which may be expected 
in the next decade. A most profitable session. A family gather- 
ing of members. 


SPECIAL SUBJECTS 


During the remainder of Monday, such subjects will be pre- 
sented by nationally known speakers, as: ‘Our Fiscal Policy’; 
“Price Control Under War Conditions’; ‘’Industry and Its Rela- 
tion to Government’; ‘‘Controllership, Its Past and Future.” 


CONFERENCE GROUPS 


In smaller groups, on Tuesday morning, such subjects will be 
considered as: ‘‘Defense Problems of the Controller’; ‘’New 
Problems in Wage-Hour Compliance”; ‘’Industrial Relations’; 


“The New Social Security Picture.”’ 


OTHER SUBJECTS 


The Tuesday program will present, according to present plans: 
“Labor and Its Aspirations’; ‘“What Has Been Wrought by the 
Securities and Exchange Commission”; ‘‘Changing Trends in 
Accounting’; ‘‘Reconstruction—How to Safeguard the Future.” 


A WHOLE DAY FOR TAXES 


All of Wednesday will be devoted to discussion of various 
phases of the tax problem. The new Revenue Act will have been 
enacted, and various authorities will analyze it, including Ells- 
worth C. Alvord, of Washington, and possibly Thomas Tarleau, 
of the Treasury Department; Honorable Henry F. Long, Tax 
Commissioner of Massachusetts; the Tax Commissioner of the 
Dominion of Canada, Mr. C. F. Elliott, K. C., and others. This 
session will occupy both morning and afternoon. It will be of 
great value to controllers. 

Detailed announcements will go out in due course. 








| “Budget Methods and Procedures of 


| “Appraisals and Property Account- 


UA single sheet, presenting the defini- 


Recent Publications | 


CONTROLLERS | 
INSTITUTE OF AMERICA 


“Controllership: Its Functions and 
Technique.” A book, 134 pages, 
by John H. MacDonald. A careful 
presentation of the status of Con- 
trollership today. Published, Au- 
gust, 1940. 
1940 


134 pages $2.00 


“War Problems of Business As the 
Controller Sees Them.” A report 
of the discussions of a group of 


one hundred controllers, in Con- 
ference January 5, 1940. 
1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 


Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 
June, 1939 40 Pages $1.00 
“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 


November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 

“Budgeting for Control.” An address | 
by Henry D. Minich, Chairman of 
Research Council. | 
1932 16 Pages 25¢ 


ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 


1932 12 Pages 50¢ 
Year Books 
1932, 1933, 1934, (1935 and 1936 


out of print) 1937, $2.00. 1938, 
$2.50. Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 
date, with exception of a few, which 
are out of print. 50¢ Each 


Duties of Controller 


tion by The Controllers Institute of 
America, of the duties of a control- 
ler. Sent free upon request. 
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Ledittortal Comment 


| eetapeaaiin for payment in 1942 of the heavy 
taxes shortly to be levied by the government is 
receiving careful consideration at the hands of con- 
trollers and finance officers of business concerns. 
Shall the expense be accrued? Shall cash reserves be 
set up? On what basis shall they be computed? And 
what shall be said to stockholders and others in in- 
terim financial statements ? 

Controllers are asking these questions. They were 
submitted to the chairman of the Committee on Co- 
operation with the Treasury Department of the Con- 
trollers Institute of America, Mr. F. G. Hamrick. His 
replies to the questions appear in this issue of THE 
CONTROLLER. 

Very definitely Mr. Hamrick recommends that full 
disclosure be made in interim financial reports and 
statements as to what steps a company is taking, so 
that those who consult the statements will know 
exactly what the situation is. His analysis of the situ- 
ation is interesting. 


ARLY in the current defense emergency it was 
FE pointed out in these columns that one of the 
greatest difficulties which would be encountered by 
business concerns in their dealings with the govern- 
ment would be red tape, and the cumbersome meth- 
ods prevailing in all business dealings with the gov- 
ernment. This factor adds so much to the expense 
of producing and delivering anything in the way ot 
finished goods that the incidental costs of the de- 
fense effort rise to unbelievable heights. The gov- 
ernment must have its army of supervisory officers, 
accountants, and auditors. Business concerns, in turn, 
must have additional accountants and auditors—an- 
other army of workers. In fact, the accounting and 


to 


iS) 


auditing work alone which government contracts 
entail constitute a problem which all concerns that 
are doing government work must take into consid- 
eration in figuring costs. The mere provision of 
additional space and equipment for these office 
workers is an expense item and a problem which 
calls for careful planning. 

It is no small task, as has been pointed out in 
articles appearing in this publication, to enlarge ac- 
counting and auditing departments in such manner 
that the additional work will flow smoothly and 
yield the information which government agents are 
constantly calling for. 

It is not possible, apparently, to do away with 
red tape. It is one of the cost factors on which busi- 
ness executives must count. It is an expense which 
eventually must be borne by the government. A 
large part of it could have been, and still could be 
eliminated if controllers had been or even now were 
to be called on to make suggestions as to how this 
burden might be lightened. Red tapism, however, 
is imbedded in the laws and customs of government 
agencies; firmly imbedded, it might be added. Much 
of it, however, results from regulations adopted by 
various agencies. These are stringent. They are not 
business like. They could be eased considerably with- 
out opening the door to irregularities and losses to 
the government. They constitute a real bottleneck, 
and obstruct speedy handling of contracts. 

Sub-contracting would probably have made much 
greater progress than has been recorded to date if 
the paper work entailed had not loomed in such for- 
midable proportions in the eyes of the executives of 
small business concerns. They are not equipped to 
take care of it and so have been in no rush to take 
it on. Then, too, the prime contractors find them- 
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selves confronted with additional voluminous paper 
work if they let out a part of their government work 
to sub-contractors, and assume increased responsibili- 
ties for satisfactory completion of the work. 


HAT the tax laws enacted from year to year— 

and sometimes twice a year—by Congress are 
“strangely lacking in realism” is pointed out by Mr. 
E. Stewart Freeman in an article appearing in this 
issue of THE CONTROLLER. He draws attention to a 
fact with which all controllers are familiar, and in 
agreement as well, namely, that the problem of di- 
viding profits between one year and another is no 
simple one, either in theory or in fact, a condition 
which is responsible for a large part of the tax liti- 
gation which is consuming the time of the courts and 
of business concerns. 

That the present crop of revenue acts is bound to 
breed still more litigation is a prospect which con- 
trollers and other business executives are facing with 
as much equanimity as they can command. Add to 
this the prospect of unending litigation and differ- 
ences of opinion as to final settlement of the thou- 
sands of contracts which business concerns are carry- 
ing out for the government, and one has a condition 
which is the cause of great concern to business. 

In both ends of this picture we find the controller 
as the one on whom the greater part of the burden 
will fall, in the years to come. It is this individual 
upon whom the responsibility rests for so keeping 
the records of current transactions, and so interpret- 
ing them to management, that some sort of settle- 
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ment that will not be too unfair to business may 
eventually be arrived at. The quality of controller- 
ship, or the lack of it, is of utmost importance to 
business. It will spell profits and success for a given 
concern, or losses and possibly failure. 

Never before was the need of real controllership 
qualities and services so keenly felt. 


ly there such a thing as a normal business year? 
One begins to doubt it. A controller can forecast 
what sales and profits should be, for a year in ad- 
vance, in the light of what he knows concerning ex- 
isting and coming economic and business conditions. 
Would not operations be planned then on the ex- 
pectancy set up by the controller, rather than on 
the set of figures showing what was done in some 
previous year? And would not the projected pic- 
ture of sales and profits become the normal base? 
The constant fluctuations of business volume and 
prices make it difficult to tag any one year as “nor- 
mal.” And even averages may not be very useful. 
The wise controller will develop intuition and a 
broad vision, to combine with his knowledge of 
economic trends, in preparing forecasts of the fu- 
ture for use by his management. 


| ae you had a questionnaire from the govern- 
ment this week, or a request for information ? 
One concern has a staff of eighteen men who devote 
their whole time to answering these reams of in- 
quiries. Just a by-product of the emergency! 
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Provision for Taxes, or Lack of It, 


Should Be Noted in 


Two questions have been submitted 
concerning interim accrual for income 
and excess profits taxes for the year 
1941. I find on a study of the ques- 
tions that both are substantially the 
same. Therefore, I have put together 
the two questions which, when com- 
bined, read as follows: 


The Questions 


“Although no new tax bill providing 
for increased tax rates on 1941 operations 
has as yet been passed by Congress, it 
is widely believed that tax rates will be 
substantially higher than this year’s. 

“1. Are companies providing against 
this probable increase by accruing an esti- 
mated amount on the books each month? 

“2. If so, on what basis are such ac- 
cruals being calculated? In connection 
with the quarterly and semi-annual state- 
ments which will be issued in consider- 
able volume the latter part of July, there 
is going to be a lot of discussion on the 
part of many companies as to the best 
procedure to follow in setting up their tax 
reserves to reflect the Excess Profits Tax, 
inasmuch as a great many of the com- 
panies will actually have no Excess Prof- 
its Tax as of June 30. But it could easily 
be that the bulk of their profits earned 
after June 30 would be subject to Excess 
Profits Tax, inasmuch as they may have 
exhausted by June 30 their total exemp- 
tion for the year. Some set rule as to the 
practice which should be followed is 
badly needed. At the moment every com- 
pany is pretty much on its own and has 
to rely on the viewpoint of its particular 
accountant without any guide as to what 
might be a practice consistent with that 
of other companies. Boards of Directors 
and Executive Committees are anxious to 
know what is the best procedure. 

“3, Are companies providing special 
cash reserves for payment of taxes?” 


Replies 
It is not possible to give a specific 
answer to the first part of this ques- 
tion. However, it is understood that a 
great many companies are providing 
for the expected increases in income 
and excess profits taxes by setting up 


By F. G. Hamrick 


each month, or quarter, estimated re- 
serves for expected increases in these 
taxes. Those companies which do not 
provide currently for an estimate of the 
increased taxes should, in my opinion, 
state very clearly in any reports re- 
leased to stockholders, employees, or 
the public generally, that no provision 
has been made for the expected in- 
creases in income and excess profits 
taxes. 

I think the preferable procedure, 
especially now that the principal fea- 
tures of the Ways and Means Commit- 
tee’s decisions are known, is to provide 
currently a pro-rata estimated amount 
of the probable income and excess 
profits taxes for the year 1941, em- 
phasizing that the amounts so reserved 
are based on estimated annual earnings 
and guesses as to what the tax rates 
will be under the 1941 Revenue Act. 

If the expected substantial increases 
in Income and Excess Profits Taxes are 
not taken account of in interim state- 
ments, many readers of these state- 
ments, including stockholders, labor, 
and the public, will almost certainly 
be misled. Despite any reservations that 
may be made in footnotes, or otherwise, 
to earnings so reported, such readers 
will fail to discount earnings to take 
full account of the increased taxes 
which are virtually sure to come. 


Reports 


How ACCRUALS ARE 
BEING CALCULATED 


The second part of the question asks, 
if these increases are being taken into 
account, on what basis are such ac- 
cruals being calculated? Here again, I 
have no specific information as to what 
corporations generally are doing. How- 
ever, I do not think that any uniform 
rule or any inflexible formula can prop- 
etly be applied. As indicated above, 
one should be reasonably sate today in 
using as a basis for rates, exemptions, 
and the like those indicated in the press 
as having been adopted by the Ways 
and Means Committee. There will, of 
course, be many corporations with spe- 
cial situations and for which no even 
approximately reliable estimates of tax 
liability can be made until the final 
bill has been enacted, and interpreted 
by the Treasury and the Courts. 

For those corporations whose earn- 
ings for the last half of the year will 
be about the same as those for the 
first half of the year, it would seem in 
order in calculating the tax liability 
to multiply by two the earnings for 
the first half of the year and in that 
way get a rough estimate of the total 
taxes for the year, half of which might 


(Please turn to page 259) 
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in the minds of most of them. 


lished here. 





Questions concerning the most satisfactory ways in which to 
| make provision for the heavy tax payments to the government 
_ in 1942 have been received by The Controllers Institute of 

America from several of its members. It is a subject prominently 


The questions were referred to the chairman of The Institute’s 
Committee on Cooperation with the Treasury Department, Mr. 

F. G. Hamrick, controller of American Smelting & Refining 

| Company. Mr. Hamrick prepared the replies which are pub- 
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Problems Presented by Walsh-Healy 
Act Wage Standards 


This is the reply made by Chairman 
Roy S. Holden of the Committee on 
Technical Information and Research of 
The Controllers Institute of America 
to a question propounded by a member. 

Your letter of January 20 was re- 
ferred to the Committee on Technical 
Information and Research. You pre- 
sented your problem as follows: 

“I should like to ask a question on 
which you may have already accumulated 
some information. If you have not, it 
may be of interest to enough of your 
members so that you would want to ask 
some of your members to consider it. 

“Under the Walsh-Healy Act, a manu- 
facturer working on a government con- 
tract under certain conditions is required 
to observe a minimum wage rate. This 
required minimum may be higher than the 
minimum that he pays for similar opera- 
tions on other products. How do you 
recommend handling the situation so as 
to avoid embarrassment to the employer 
resulting from 

a. Paying two different rates for iden- 
tical operations, one of which hap- 
pens to be on government work and 
the other not? 

b. Increasing your costs on all work, 
government and other, during the 
time that the government work is in 
process? 

c. Increasing the individual’s rate for 
the time that he is on government 
work and then reducing him after it 
is over?” 

Mention should be made of the fact 
that the Committee on Technical In- 
formation and Research may describe 
the customary accounting treatment of 
a given problem if such treatment has 
been clearly established, but it does not 
recommend any particular method or 
procedure, though this course is free to 
a member of the Committee if he de- 
sires to make a specific recommenda- 
tion. Such a recommendation may come 
from a member who has had much ex- 
perience with a given problem and usu- 
ally will be very helpful. Into this cate- 
gory falls the following letter: 


OPINION OF A MEMBER 


. . . I offer the following opin- 
ions from my own experience: 


a. Paying two different rates for iden- 
tical operations, one government and 
the other not, will work out with- 
out much trouble except for the in- 
creased clerical work required by the 
segregation of the records for em- 
ployees engaged on government 
work, especially if not all the em- 
ployees in a department are so en- 
gaged. If an entire department or 
building is devoted to government 
work, the segregation of payroll, and 
so on, should be simpler. In our 
own case we have established a sep- 
arate payroll and other records. 

b. Increasing costs on both government 
and other work during the time that 
the government work is in progress 
would be a simpler solution, but 
would depend on the already estab- 
lished wage rates and the amount of 
overtime in the non-government 
work. If the amount: of wages and 
overtime in the non-government 
work was greatly in excess of the 
wages and overtime in the govern- 
ment work, the extra expense added 
to the cost of ordinary goods would 
probably make such a method im- 
practical from a financial standpoint. 

c. Increasing the individual’s rate for 
the time that he is on government 
work and then reducing him after it 
is over is objectionable I think, for 
the reason that human nature being 
what it is, the individual will be- 
come discontented and feel that he 
has a grievance, causing a lowering 
of efficiency and bad feeling toward 
the management. Sometimes it is 
possible to assign to government 
work a number of employees who 
are already getting a wage rate that 
does not have to be increased.” 


WARNING AND RECOMMENDATION 


Another member of the Committee 
gives the following warning and rec- 
ommendation: 

“Regarding minimum wage rates on 
government contracts under the Walsh- 
Healy Act, it is possible to pay different 
rates for identical operations; however, I 
question the advisability under present 
conditions where labor is mostly in the 
driver’s seat, and I believe that any such 
procedure might cause greater friction and 
invite a labor dispute. 

“There is the further possibility that 
due to clerical errors, proper rates might 
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not be paid and it takes only one or two 
such errors, no matter how unintentional 
they may be, to invite a complaint and 
possible government action with penal- 
ties. 

“From my experience with government 
departments in recent years, observance 
of these labor laws must be adhered to 
very strictly and any department in Wash- 
ington would hesitate to waive any penal- 
ties, because of later criticism of them- 
selves. 

“The only circumstances in which I be- 
lieve it would be safe to use dual rates 
in the same company would be where the 
work could be segregated in separate de- 
partments or buildings or in separate 
plants. Most government work involves 
a certain amount of stock manufacture as 
well as special manufacture and under 
such circumstances, dual rating would be 
extremely difficult. 

“I would recommend that unless a seg- 
regation of all government work can be 
made, it would be advisable to adopt the 
established minimum rates.” 


Do WorkK IN SEPARATE PLANT 


This Committee member expresses 
the opinion that the only way in which 
you could avoid increasing the mini- 
mum on commercial products would be 
to do the work in a separate plant, en- 
tirely divorced from the regular manu- 
facture. 

Two members of our Committee 
who believe that two rates of pay 
would invite trouble suggest that the 
excess wage paid on government work 
be considered as a bonus. This, they 
believe, would eliminate the difficulties 
arising from a higher wage scale which 
would later have to be lowered, or 
from a dual wage scale. 

Two other members make similar 
suggestions regarding the establishing 
of a minimum rate: 

“It does seem to us that the only prac- 
tical solution to this problem, providing 
the hourly rate is not unreasonably in ex- 
cess of their present minimum rate, would 
be to change their present minimum rate 


to meet the requirements of the Walsh- 
Healy Act.” 
Pe Pa 
“My own suggestion would be to meet 
the requirements of the law, and establish 
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as a minimum, that rate set by the Secre- 
tary of Labor for the particular industry 
in question.” 


WaGES HIGHER THAN PRESCRIBED 
BY ACT 


Another member says: 


“So far we have not run into this situa- 
tion because our prevailing wages are in 
excess of those called for by government 
contracts. We have felt that if this con- 
dition should change there would be so 
many disadvantages in adjusting rates that 
we would refuse to accept the business. 
The effect on our employees of paying 
two different rates for identical opera- 
tions, or the effect of a temporary increase 
in rate with a corresponding decrease, 
would more than offset any profit that we 
could expect to get on such government 
business.” 


This opinion is expressed again— 
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though somewhat differently—by the 


following: 


“I doubt whether two rates of pay for 
the same work can be reconciled ‘to avoid 
embarrassment.’ They will probably have 
to give up the government work or their 
own lower pay scale, one or the other.” 


The possibility of successfully ex- 
plaining the situation to the employees 
involved is considered by one of our 
members: 


“I believe that were I managing a busi- 
ness, the returns from which and the prac- 
tices of which made it inadvisable to pay 
wages and salaries equal to those required 
by the Walsh-Healy Act, and I found it 
desirable to secure certain business for 
which the minimum rates of pay, specified 
by the Act or the administrator of the 
Act, should be paid, I would fully ex- 
plain the conditions to my employees and 
hope that their understanding acceptance 
of my explanation would be sufficient to 


avoid any difficulties which might other- 
wise arise from the payment of different 
rates of pay for the same kind of work. 

“It seems to me that if the employees 
understand that the business secured under 
the Walsh-Healy Act is at a higher price 
than the work which they usually do, and 
that they are sharing in such higher price, 
little or no difficulty should be experi- 
enced with the payment of two rates. If 
I did not believe that my employees would 
understand and freely accept my explana- 
tion, and the justification for paying two 
rates, then I believe that I would not ac- 
cept or bid on any business that would 
compel me to comply with the minimum 
rates of the Walsh-Healy Act, or the regu- 
lations pertaining to it.” 


While few of our members have had 
actual experience with the problem 
which you presented, it is hoped that 
you will receive some help from the 
viewpoints given in this letter. 


Cannot Allocate Costs as Between 
By-Products and Raw Materials 


The discussion of proper methods of 
accounting for sales of by-products, 
which appeared in the March, 1941, 
issue of this magazine, has had an in- 
teresting sequel. The inquiry came 
from a member of The Controllers In- 
stitute of America, and was referred to 
its Committee on Technical Informa- 
tion and Research of which Mr. R. S. 
Holden, of Public Service Company of 
Northern Illinois, is chairman. 

A number of interesting replies were 
received, and were published in the 
March issue. The controller who made 
the inquiry has now disclosed the 
method which he adopted. He says: 

“I am only too pleased to advise you 
regarding our decision in the matter of 
handling accounting for by-product 
costs. 

“I have not written you sooner in 
this regard, for the reason that we have 
only just recently reached a final con- 
clusion in the matter. 

“The conclusion we have reached 
after considerable discussion of the sub- 
ject, and with the help of the valuable 
material contained in your report, is 


that there is no satisfactory method, 
in our opinion, of allocating costs as 
between by-products and primary raw 
materials. For accounting purposes, 
therefore, we are continuing to credit 
amounts realized from the sale of by- 
products against the cost of grains en- 
tering into the manufacture of ready-to- 
eat cereals. We do not believe that 
the sales of by-products, in our par- 
ticular circumstances, would be prop- 
erly includable in sales together with 
the sales of finished products, and con- 
sequently the cost of raw materials 
should be reduced by the proceeds of 
such sales. 

“However, for the information of 
management, we prepare a statement 
monthly showing the quantity of each 
by-product sold, the amount realized 
thereon, and the direct costs attribut- 
able thereto, including material at the 
price of raw grain, but with no alloca- 
tion of labor or overhead. This state- 
ment naturally shows a net loss on 
this basis, but it is our theory that we 
should at least realize raw grain costs 
from the sale of by-products and it has 


been found that the statement enables 
management to determine how far we 
are from that goal and to plan accord- 
ingly. 

“We are in agreement with the opin- 
ion quoted in your report dated Janu- 
ary 27, 1941, on page 2, that there is 
no one correct method of handling the 
problem, and that one’s own needs 
should govern the solution. Further, we 
also believe that because any method 
of allocating costs to by-products 
would be arbitrary, no useful purpose 
would be served by such allocation. 
Our conclusions in this matter are sub- 
stantially in accord with those of the 
company described in your report, com- 
mencing in the second paragraph of 
page 2, that had a cost system for 
handling by-products designed by an 
outside firm of public accountants and 
who later dispensed with this system 
for the reason that it did not accom- 
plish the desired results. 

‘‘May I reiterate my appreciation of 
the work of your committee for having 
gathered so much valuable information 
on this troublesome problem.” 
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Labor Accounting Problems Solved 
in Large Measure by Machines 


Through a change in methods— 
made during October, 1939—we have 
been able to reduce our machine and 
form expense required for labor ac- 
counting approximately 52 per cent. 
In establishing that figure we do not 
even then tell the whole story of econ- 
omy, for this saving has been effected 
while the volume of work has increased 
more than 70 per cent. 

While the new plan has proved 
efficient from a cost standpoint, that is 
by no means its only recommendation. 
It has also eliminated practically all 
“peak” work periods by distributing 
the accounting load more evenly; it 
has facilitated the preparation of finan- 
cial reports, making them available to 
management five days earlier than pre- 
viously; it has resulted in more easily 
understandable records; it has reduced 
the number of operations required to 
write complete payroll records; and it 
has increased the flexibility of clerical 
help in our accounting department. 

At the time our present labor ac- 
counting plan was put into operation 
the company employed about 900 men 
in its plant. To handle the payroll and 
payroll distribution records for this 
group under our former plan cost about 
$468 per month for the machines and 
forms alone—or more than $5,500 a 
year. 

Since the installation of our new ac- 
counting system the volume of work 
handled has increased considerably. As 
of today—with 1,550 men employed 
in the plant—we are handling payroll 
and payroll distribution records at a 
monthly cost of $225 for depreciation 
on a self-liquidating machine invest- 
ment, form cost, machine maintenance 
cost, and 3 per cent. interest on the 
principal, prorated over an eight-year 
period. 

To handle records for 900 men 
under the old plan required the services 
of seven people in the department. 


By N. E. Gauthier 


With the new system we found that six 
persons could handle the records for 
1,000 men, and at present, nine persons 
are handling the records for 1,550 
men. Under both the old and new plan, 
we worked on a 3714 hour work week. 


ELASTICITY AND EFFICIENCY 
IMPORTANT 


Besides the improvement in general 
business conditions, the increase in our 
payroll is due in part to defense sub- 
contracts. Since it is possible that ad- 
ditional defense work may come our 
way—and highly probable that the 
general business tempo will continue to 
accelerate—the present elasticity and 
efficiency in our labor accounting meth- 
ods are particularly important right 
now. 

The men in the plant average three 
separate time tickets apiece per day, 
making a total of about 4,650 tickets 
daily, to which figure should be added 
300 daily overtime tickets. Pre-ad- 
dressed with the men’s names, clock 
numbers and social security numbers, 
and pre-cut with the clock numbers, the 
time tickets are filled in by the time- 
keepers and are sent to the accounting 
department—arranged by plant depart- 
ments—around noon of the following 
day. 

After the tickets’ extensions have 
been checked they are added to estab- 
lish control hours and amount figures 
by departments, and for all depart- 








ments—to which subsequent records 
must balance. The department num- 
ber and the distribution, i.e., job—or 
part—number and operation number 
are then cut into the tickets. Before 
posting to weekly payroll summary 
cards, the tickets are sorted by clock 
numbers, which requires about an hour 
and one half. 

When posting to the summary cards, 
the tickets are handled in groups of 
100 men each for convenience in check- 
ing. In the event the hours and 
amounts posted for any department do 
not balance with the control figures, 
this ‘‘group’’ method localizes errors 
and makes it unnecessary to check all 
the summary cards to find one error. 
the totals for overtime—posted sepa- 
rately on another line—are handled in 
a similar manner. 


MACHINE “REMEMBERS” TOTALS 


The summary card posting is done 
on three simple labor accounting ma- 
chines, which somewhat resemble ordi- 
nary adding machines. Reading from 
the time tickets, the operator simul- 
taneously lists the hours and amounts 
for the worker on a detail tape in the 
machine. When all this man’s tickets 
for that day have been listed, his sum- 
mary card is inserted in the machine’s 
front-feed chute, and total hours and 
total amount—automatically accumu- 
lated by the machine—are printed 
thereon. All these totals for the in- 
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dividual men are “remembered” by the 
machine, and, at the end of each group, 
the grand total is printed on the tape. 
As outlined in the preceding para- 
graph, this must balance with the pre- 
determined control. The 25,000 time 
tickets weekly are posted to the 1,550 
summary cards in about 30 machine 
hours. 

Since the shop’s work week ends on 
Sunday, and since the accounting de- 
partment does not work on Saturday, 
the timekeepers send to the accounting 
department on Monday morning time 
tickets coyering not only Saturday and 
Sunday, but Friday as well. These daily 
time ticket postings are made to the 
weekly summary cards, following 
which each summary card is added for 
total hours and total amount for the 
week, the totals being printed at the 
bottom of each card. Overtime totals 
are shown separately. The summary 
card group totals for the week must 
agree with the daily group totals estab- 
lished during that week. Through 
this check we know that we are work- 
ing with proven figures in writing the 
payroll register, pay check, employee’s 
statement, and individual earnings rec- 
ord on the following two days. 

As soon as the summary card totals 
balance, the various deductions, such as 
social security, group insurance, union 
dues, and the like, are entered at the 
bottom of each card. Control figures 
by groups for all deductions are estab- 
lished at this time, but the net pay 
need not be calculated, since this is 
done automatically later when the pay- 
roll records are written. 

“Group” balancing of summary 
cards permits the payroll record writ- 
ing job to begin as soon as one group 
of cards is balanced instead of waiting 
for all cards to be balanced as formerly. 

Under our former system we first 
ran the payroll register and then wrote 
the pay check and employee’s statement 
as an additional operation. Incidentally, 
the employee’s deductions were shown 
in code on this statement, which in our 
experience was not satisfactory for the 
men in the plant. Due to the consid- 
erable amount of time required to set 
our former machine up to post the in- 
dividual earnings records, we found 
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it most practical to do the job once 
every five weeks rather than every week. 


Four RECORDS IN ONE OPERATION 


Today, on two typewriter accounting 
machines, we write payroll register, pay 
check, employee’s statement and in- 
dividual earnings record in one opera- 
tion. All these are pre-addressed with 
employee’s name and clock and Social 
Security numbers. Since they are pre- 
pared simultaneously, absolute agree- 
ment between all these records is now 
assured. Further, every deduction on 
the employee’s statement is clearly indi- 
cated, eliminating questions that were 
in the minds of the shop employees 
previously. The individual earnings rec- 
ords are up-to-date at all times, which 
is a decided advantage from the stand- 
point of personnel supervision and 
history. In the case of separation re- 
ports, for example, obtaining the in- 
formation formerly meant referring not 
only to the earnings records but also— 
in order to obtain the latest figures— 
to the payroll register. Today, all this 
information is centralized on the earn- 
ings record as soon as it is available 
at all. In addition, the information on 
this—and all other records—is printed 
in clear, easily understandable machine 
figures which tell the complete story at 
a glance. In tracing either payroll or 
cost figures it is much easier now to 
locate and understand them than for- 
merly. 

The machines used for writing the 
payroll records subtract ‘deductions’ 
from “gross pay’ and automatically 
compute “net pay.” They also auto- 
matically accumulate eight totals ver- 
tically for each group, including ‘‘gross 
pay’; all of the deductions except 
“miscellaneous” ; and “‘net pay.” These 
totals must balance with the summary 
card control figures previously estab- 
lished. Started Tuesday morning, the 
payroll records are normally completed 
by the close of business Wednesday— 
in ample time to distribute the night 
shift’s checks on Thursday and the re- 
mainder on Friday. 


PART TIME USE OF MACHINES 


It should be mentioned in passing 
that—when not writing payroll rec- 





ords—one of the typewriter accounting 
machines is used by the accounts pay- 
able department for distribution and 
voucher writing. Both these jobs are 
relatively light, so that being able to 
handle them as part-time work for our 
payroll machines is a most satisfactory 
arrangement. 

Accounts payable distribution re- 
quires about four hours a week for 
1,500 invoices. Except for those bills 
carrying time discounts, vouchering is 
done only once a month and consumes 
about six hours’ time. 

The payroll records having been 
completed and balanced, the time tick- 
ets are quickly sorted back by depart- 
ment number and then down to job— 
or part—number by operation. Posting 
of pieces and amounts to the distri- 
bution summary cards and machine 
tape is done on the small labor account- 
ing machines. Distribution totals of 
amounts must balance with the amount 
totals set up each day by departments, 
prior to posting from time tickets to 
summary cards. 

Here again in handling distribution 
is a demonstration of how our new 
plan “‘short cuts” the work and reduces 
a month-end “peak” load. Today we 
treat each week’s distribution as a sep- 
arate balancing unit, and as soon as the 
resulting figures are balanced, we are 
through with them. At the end of the 
month we are balancing only the dis- 
tribution figures for the last week in 
that month. 

Under the old system it was neces- 
sary to handle the cards for the entire 
month for distribution purposes at one 
time. The result was a big “peak” in 
which we were sorting 60,000 cards 
nine different ways—or 540,000 sorts 
in all. If we followed that procedure 
today—with our present volume of 
100,000 cards—the resulting “‘peak”’ 
would of course be even greater. 


FACILITATES Cost WoRK 


Because we are now able to balance 
the distribution by departments, the 
cost department can start using this in- 
formation in making up its financial 
reports to management as soon as the 
first department is balanced, since these 
reports are made by departments as 
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well as in total. While we obtained 
totals by departments previously, there 
was no way of telling whether or not 
they were in balance until the totals for 
all departments had been determined. 
As a result of eliminating the former 
“peak” load caused by releasing all the 
distribution cards to the cost depart- 
ment at once, the financial reports are 
now completed by the tenth of the 
month instead of the fifteenth as previ- 
ously. 

Under our old system, payroll dis- 
tribution was completed in anywhere 
from three to six working days after 
the close of the month, depending 
upon the day of the week on which the 
month closed. Since we used the same 
machine for distribution as for writing 
the pay checks, the distribution job had 
to be delayed whenever it conflicted 
with the time of the week that the pay 
checks were scheduled to be written. 
By contrast, today the payroll distribu- 
tion is completed in from one to three 
working days after the close of the 
month. 

In our operation, material requisi- 
tions average only about 3,500 cards a 
month. The accounting department re- 
ceives these six times monthly, cuts the 
job—or part—number in each, and at 
the end of the month sorts them in 
order, lists them on summary cards 
with the regular distribution machine, 
and turns them over to the cost depart- 
ment along with the payroll distribu- 
tion cards. 

A discussion of our labor accounting 
system would not be complete without 
mention of the increased flexibility 
which it has imparted to the clerical 
force in the accounting department. 
The present system does not require the 
employment of highly specialized clerks 
to make it operate, as did the former 
plan. Obviously, this means that vaca- 
tions and illnesses now do not upset 
the routine, because clerks can handle 
steps in the operation other than their 
own if necessary. Due to the high 
technical skill formerly required it was 
not practical to attempt to “switch” 
employees. 

When our present accounting plan 
was adopted we retained all our for- 
mer help in the department, and we 
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found that they fitted into the new 
routine with surprisingly little trouble 
and with the added advantage just 
mentioned of increased flexibility. 

When we can reduce costs, even up 
the flow of work, create more intel- 
ligible records, speed the availability 
of statistical data, and—at the same 
time—reduce the number of steps re- 
quired to handle the operation, then 
we claim—we hope with pardonable 
pride—that we are “going in the right 
direction.” 


Provision for Taxes 
(Continued from page 254) 
then be set up as a reserve for the first 
half of the year. 

For corporations with a seasonal 
business, or those whose earnings fluc- 
tuate materially, the task becomes more 
difficult as it necessitates an estimate 
of the earnings for the year in order 
to arrive at even an approximate tax 
rate per dollar of profit. The earnings 
of many companies, for example, might 
indicate for the first half of the year, 
no excess profits tax even under the 
Ways and Means Committee’s pro- 
posals, but because of earnings almost 
certain to be realized in the last half 
of the year, there would be for the year 
as a whole an excess profits tax liability. 
It might be argued that no reserve need 
be set up in the first half because the 
earnings necessary to put the corpora- 
tion in the excess profits tax class, have 
not yet been realized. However, in 
order to spread the annual tax liability 
ratably over each dollar of earnings 
for the year, it would seem preferable 
to make the tax estimate for the full 
year and to reserve in the interim pe- 
riod its pro-rata proportion of the an- 
nual tax liability. If this be done, it 
will be desirable to have a footnote on 
the income statement to indicate gen- 
erally how the excess profits tax pro- 
vision has been computed. 

Those companies with fluctuating 
earnings are confronted with a most 
difficult problem with respect to in- 
terim accruals for excess profits taxes, 
and the final solution for each company 
cannot be made without a full knowl- 
edge of all the facts in each individual 
case. It would be unwise for one to 
recommend any fixed procedure. 
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A more satisfactory answer can be 
made to the third part of the question. 
Some companies are providing special 
cash reserves for the payment of in- 
come and excess profits tax. If part 
of the cash account is not earmarked 
for the payment of these taxes, the fact 
that the Government has a claim on a 
part thereof is likely to be overlooked. 
If the United States Treasury Depart- 
ment carries out its contemplated plan 
of issuing tax anticipation certificates, 
this phase of the problem will be sim- 
plified for a great many corporations. 
Tax anticipation certificates would af- 
ford many advantages both for the 
Government and taxpayers. 


DEFENSE STAMPS MADE 
AVAILABLE TO EMPLOYEES 


In a memorandum recently issued 
to all chief clerks of The American 
Brake Shoe and Foundry Co., Control- 
ler Edward C. Hof described steps the 
company has taken to cooperate with 
the government in sale of defense 
stamps. 

Authorizing chief clerks to buy 
stamps through the post-office for re- 
sale to employees, Mr. Hof stated that 
the clerks could draw on their petty 
cash funds (drawer cash) for initial 
expenditures, the whole to be handled 
as a special revolving fund within the 
petty cash funds. Payments received 
from employees were to be used to pur- 
chase more stamps for resale to em- 
ployees. 

A sample album of defense stamps 
was enclosed with each memorandum, 
together with a poster to be hung on 
the bulletin board, Treasury Depart- 
ment Circular No. 530 entitled, ‘“Reg- 
ulations Governing United States Sav- 
ing Bonds,” and No. 653, a descrip- 
tion of the bonds (Series ‘‘E’) to be 
acquired with the stamps, as well as 
an application for that series to be 
filled out by employees when they are 
ready to convert their stamps into 
bonds. 


What is ahead for controllership? An 
attempt to answer this question will be 
made the the Tenth Anniversary Meeting of 
The Controllers Institute of America—three 
days, beginning September 29, 1941. 








No Valid Method Available for 


Figuring Profits on Annual Basis 


To Arthur R. Tucker, 
Managing Director, 


Controllers Institute of America. 


I have read the memorandum on 
taxes submitted to the Committee on 
Ways and Means of the House of Rep- 
resentatives by the Committee of The 
Controllers Institute and I think it is 
an excellent presentation. I note that 
The Institute desires to have any new 
ideas from members before submitting 
its memorandum to the Senate Finance 
Committee. 

Where so many experts have labored, 
it is hard to add anything really new. 
There is, however, one point in the 
memorandum which I think might well 
be given greater emphasis. 

In Section VII, page 9, the statement 
is made that “the determination of in- 
come on an annual basis must depend 
in a large measure on estimates and 
at best does not produce an accurate 
picture.” 

When we say that annual profit fig- 
ures are “estimates,” the layman is apt 
to get the impression that they may 
vary from the truth to the extent of 
perhaps 5, 10, or in rare cases 15 per 
cent. I think we ought to emphasize 
this a little more because the margin 
of error from the true facts can easily 
be 50 or 100 per cent. 

I would say that annual profit fig- 
ures are estimates made in accordance 
with certain conventions designed for 
purposes quite different from the ex- 
cess profits tax. These conventions 
were good enough for the purposes 
for which they were designed but they 
are not good enough for excess profits 
tax purposes. In fact, there is no valid 
method available for figuring profits on 
an annual basis which can give equi- 
table results for excess profits tax pur- 
poses. 


By E. Stewart Freeman 


ACCOUNTING CONVENTIONS ALONE 
Do Nor SUFFICE 


Accounting conventions have been 
developed to guide management, own- 
ers, and creditors. These people never 
depended upon any one figure, such as 
so-called, ‘‘net profit,” but took all fac- 
tors into consideration and made due 
allowance for the probable ups and 
downs of the business. Usually not 
more than two-thirds of the so-called 
net profit was distributed as dividends 
and a larger part was held back in the 
better years to make up for the short- 
ages in the poorer years. Primarily, 
however, the accounting conventions 
worked for these purposes because they 
were coupled with another convention 
called ‘‘conservatism.” 

The theory behind this convention of 
conservatism is that nothing should be 
considered as a profit until it is proved 
to be a profit, and even then it ought 
not to be all paid out because ulti- 
mately it may prove not to have been a 
profit—at least in any permanent sense. 

The tax authorities, however, have 
always refused to recognize this prin- 
ciple of conservatism and have instead 
acted on the contrary principle that 
everything is a profit unless it is proved 
not to be a profit. Even if the account- 
ing conventions as a whole group could 
have worked for excess profits tax pur- 
poses, they could not work when only 
part of the conventions are used and 
the most important convention is de- 
nied. 

A modern business enterprise does 
not begin on January 1 and end on 
December 31 of each year and any laws 
drafted on the principle that it does are 
strangely lacking in realism. The ac- 
counting profession itself is, of course, 
largely responsible for this lack of 
understanding on the part of our legis- 
lators and it is high time that it got 
busy on the job of re-education. 


260 


CONVENTIONS ARE WEAK SISTERS 


The problem of dividing profits be- 
tween one year and another is no sim- 
ple one, either in theory or in fact. 
Even when existing conventions are 
accepted as axiomatic, this problem is 
responsible for a large part of our tax 
litigation. If the existing conventions 
were recognized as the weak sisters 
which they in fact are, we would realize 
that the problem does not admit of 
any solution upon which the several 
parties at interest can be expected to 
agree. 

The problem involves a lot more 
than merely merchandise inventories 
and the amortization of durable assets. 
Market and merchandise development 
cost, the training and maintenance of 
management and labor, and in fact 
practically every cost of the business 
is involved. 

After all, why do we stay in busi- 
ness and suffer the losses of the bad 
years? We do it for the purpose of 
reaping the profits of the better years 
ahead. Our plants and to a large ex- 
tent our organizations are built to carry 
the peak loads. We know that we can- 
not get our money back during the 
poorer years but we carry on because 
we expect to get enough money back 
during the prosperous years to offset 
any such deficiencies. It is cheaper, 
more efficient for the business, and 
more useful to society to carry the or- 
ganization through than to make it fluc- 
tuate with gross revenues. Yet even if 
all of the expenditures varied with the 
gross revenues, many of the effects of 
such expenditures would be of a long 
range nature and thereby represent 
costs chargeable to other years. It is 
really impossible to separate the figures 
for any single year with any degree of 
accuracy. Fundamentally, the sacrifices 
of the poorer years are part of the cost 
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of doing business during the subse- 
quent years. 


SHOULD ACCENTUATE CHANGES 
IN TRENDS 


For management and discriminating 
investors’ purposes it is better to have 
an accounting system which accentuates 
rather than disguises changes in trend. 
Smoothing is undesirable in such cases 
because it tends to postpone recogni- 
tion of undesirable changes in trend. 
But for income taxes and in some cases 
for dividends, some sort of averaging 
is necessary to measure real ability to 
pay. The carry forward and backward 
offers a partial relief but when the tax 
rates graduate upward into high brack- 
ets and vary from year to year the relief 
thus obtained is not a complete remedy 
of injustice. 

If each year we added up the totals 
for the past six years of (1) gross in- 
come, (2) total expenditure or outgo 
except for assets of more than three 
years’ life, and (3) six years’ amortiza- 
tion of such durable assets, and then 
figured the percentage of (2) plus 
(3) to (1) and deducted this running 
average percentage from the gross in- 
come of the current year, we should, I 
think, get a far more accurate picture 
of what taxable income should be than 
can now be obtained by using a set of 
accounting conventions from which the 
principal convention of conservatism 
has been deleted. 


WouLp REFLECT ABILITY To Pay 


A tax on this basis would more 
nearly reflect ability to pay. Also, it 
would be relatively easy to foresee and 
provide for because the final year 
would have only a small effect on the 
percentage of gross income to be saved 
foz taxes. All arguments as to inven- 
tories and many as to accruals, capital 
gains and losses and the timing of 
losses from bad accounts would be 
eliminated, and-arguments as to depre- 
ciation and obsolescence would be less- 
ened. 

Such a plan would eliminate any 
alternations of deficits and high profits 
but it would not eliminate variations in 
net income parallelling variations in 
gross income. Increases in sales would 
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produce immediate increases in tax, 
whereas increases in the percentage of 
profit to sales would produce increases 
in tax spread over the future years un- 
less offset by a later decline when, for 
example, deflation follows inflation. In 
fact, a tax of this sort would in ef- 
fect be a tax on gross income varying 
between concerns according to the six- 
year running average of each concern’s 
rate of net to gross. (Any tax for the 
first six years of a new concern might 
be tentative, subject to adjustment at 
the end of the sixth year or upon earlier 
liquidation. ) 

I am not necessarily suggesting that 
it is either technically or politically 
practical to propose a tax on this basis 
at the present time. Usually it takes 
years for new ideas to percolate. But 
I do want to emphasize the fact that 
present methods of accounting are in 
my opinion wholly inadequate to meet 
the burden put upon them by a high 
rate of tax on so-called excess profits. 
Also, accounting conventions designed 
for one set of purposes are not neces- 
sarily useful for an entirely different 
purpose. This is especially true when 
the convention of ‘‘conservatism”’ which 
made them work in one case is thrown 
out for the other purpose. The trou- 
ble is not superficial ; it is fundamental. 
We need not so much a few patches as 
a new suit of clothes. 

Sincerely, 

E. STEWART FREEMAN, 

Company Auditor, 

DENNISON MANUFACTURING CO. 
June 16, 1941. 


VARIETY CHAIN SALES BREAK 
RECORD IN 1940 

Limited price variety chains in 1940 
achieved total sales averaging at least 
6% more than their volume in the 
fiscal year 1939. Total dollar sales 
for 7 large chains were the highest on 
record, and dollar sales per store for 
these firms exceeded the 1932 depres- 
sion level by more than 35%. Earnings 
were higher than they had been in any 
year since 1937; for 41 chains report- 
ing for 1940 net gain before income 
taxes amounted to 6.91% of net sales 
and 14.10% of net worth. 

These findings are based on a bul- 
letin released recently by the Harvard 
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Bureau of Business Research under the 
sponsorship of the Limited Price Va- 
riety Stores Association. The report, 
written by Elizabeth A. Burnham, is 
the tenth in a series of annual studies 
of operating results made for this 
trade. The average margin, expense, 
and profit data presented for 1940 are 
based on operating figures submitted 
by 41 variety chains representing more 
than 80% of the stores and more than 
90% of the estimated total dollar vol- 
ume for the trade in the United States. 

Detailed averages are provided show- 
ing the percentages or sales spent for 
merchandise and for chain operating 
costs and the percentage saved as profit 
by limited price variety chains as a 
whole. Corresponding data are given 
separately for groups of small, medium- 
size, and large chains. “Goal figures” 
summarize the experience of the most 
profitable firms in each size group. 

Comparative operating figures for 
1929 and 1931-1940 are given in dol- 
lars and in percentages for 15 firms 
which have reported to the Bureau dur- 
ing that entire period. These figures 
show that dollar operating costs per 
store have been rising fairly steadily 
since 1932 and in 1940 were higher 
than for any of the 11 years covered 
by the data. In recent years, however, 
sales have climbed at a faster rate than 
expense so that total expense as a per- 
centage of sales was lower in 1940 
than in 1939 or 1938. 


ARTICLE ON LAW OF 
CREDITORS’ RIGHTS 

“Law of Creditors’ Rights” by I. 
Arnold Ross, C.P.A., is an article pub- 
lished in the June, 1941, issue of 
“The New York Certified Public Ac- 
countant” which may interest many 
controllers. In this discussion the 
writer considers the entry and enforce- 
ment of a judgment; the creditor's 
rights in connection with fraudulent 
transfers; the creditor's rights in in- 
solvency proceedings; and the creditor’s 
participation in the rehabilitation of the 
debtor. Another article is ‘The Role 
of the Accountant in Public Utility 
Regulation,” and there are several pa- 
pers on ‘‘Fiduciary Accounting,” and 
several addresses, also, on “Investment 
Trusts” and on “Contingent Liabilities 
and Commitments.”’ 





Business Forecasting and Budgetary 
Control Pay Big Dividends 


Corporate business, both in total 
and in particular industries, rises and 
falls in line with business conditions. 
Although there are still many execu- 
tives in the United States who say, 
“Why should I worry about business 
conditions ? Our business is different,” 
it has been my observation from ana- 
lyzing a wide variety of sales data in 
various industries that no company, no 
matter what the size or scope of its 
operations may be, is free from the 
effects of changes in the level of gen- 
eral business activity. The nature of the 
effect of these general business changes 
is such that various companies and in- 
dustries will react in different degrees 
and in different forms to this all- 
important stimulus. 

The present defense program will 
have a pronounced effect on the status 
of business activity in this country dur- 
ing the next few years. Any program 
that contemplates the injection of bil- 
lions of dollars into the national econ- 
omy cannot help but have important 
repercussions in practically every field 
of business endeavor. 

You, as controllers, are entirely fa- 
miliar with the preparation of the 
profit and loss statement, the balance 


By Edmond S. La Rose 


country and its effect on company 
operations, what is the commodity 
price outlook, and so on, and I am 
afraid that you will be sadly disap- 
pointed in both the quantity and qual- 
ity of such material. 

There is a challenge to the present 
day controller if he wants to progress 
and assume managerial stature, to be- 
come thoroughly conversant with busi- 
ness conditions and their effect upon 
the operations of his particular com- 
pany. In other words, what about plan- 
ning a year in advance your sales, pro- 
duction, inventories, expenses, profits, 
cash, and the like, and accurately chart- 
ing the course of your business. 

The Bausch & Lomb Optical Com- 
pany has used this plan to profitable 
advantage for the past fourteen years. 
Based on its application in our own 
company as an example, I am going to 
make every effort to demonstrate that 
this type of analysis and control can be 
applied advantageously in your own 
companies, regardless of the nature and 
scope of their operations. 

There are a number of general and 


specific indexes of business activity 
which may be employed by industry 
for the measurement of various phases 
of economic activity. On the chart be- 
fore you, three such representative in- 
dexes are shown. The first of these is 
the Federal Reserve Board Index of 
Department Store Sales, which meas- 
ures primarily the course of consumer 
goods distribution in the United States. 
The second is the Annalist Index of 
Business Activity (now discontinued), 
which falls within the classification of 
an industrial production index. This 
index, which was published monthly 
by the New York Times, reports a 
cross section of activity in twelve basic 
industries in this country. The third, 
The Iron Age Index of Capital Goods 
Activity, primarily measures move- 
ments in the heavy or durable goods 
industries. 

As you can see by reference to the 
chart, in the period covered (1925 to 
date) The Iron Age Index is by far 
the most volatile, showing wide swings 
above and below normal, as business in 
the capital goods field is alternately 





This article is a summary of an address made by Mr. La Rose, 


sheet, and the normal routine account- 
ing techniques. You have worked with 
and know thoroughly the various oper- 
ating and financial ratios and their 


controller of Bausch & Lomb Optical Company, at the Ninth 
Annual Meeting of The Controllers Institute of America on Sep- 
tember 23, 1940, at the Waldorf-Astoria Hotel, New York 
City. The title of Mr. La Rose’s address was ‘Forecasting Under 
value in measuring the success or fail- | Normal and Present Conditions.”’ 
ure of your company’s operations from | A record was made of what Mr. La Rose had to say, and a 
sales through to final profit or loss. | transcript was furnished to him, for correction and approval. 
| The summary published here is the revised version of his re- 
marks. The address was received with applause, and those par- 
ticipating in this session showed great reluctance to adjourn. 
There was an extended question and answer period. This ses- 
sion was one of the most interesting and productive of the 
three-day meeting. 

This material would ordinarily have been included in the 
Year Book of The Institute, which presents a record of the pro- 
ceedings of the Annual Meeting, but was received too late to 
become a part of the Year Book. 

—THE EDITOR 


Most of you are entirely conversant 
with the Federal, State and local tax 
regulations that govern the prepara- 
tion of your various tax returns. Walk 
into any controller's office today and 
you will find a complete file of ac- 
counting reports, tax regulations, and 
the like, but walk into the average con- 
troller’s office today and try to find 
something on business conditions, 
what is the trend of business in this reheat pee Pe = a en 























affected by prosperity and depression. 
The Annalist Index, because of the na- 
ture of its composition, does not regis- 
ter such wide variances from normal, 
while the Department Store Sales In- 
dex shows the least variation of the 
three. 

We watch these three indexes be- 
cause they may be used to measure 
three distinct lines of endeavor in 
which the Bausch & Lomb Optical 
Company is engaged. In choosing a 
business index against which your own 
sales or production may be correlated, 
it is important for you to know the 
classification of your products, whether 
they are consumer or durable type 
goods, whether you wish to measure 
production or distribution, and to pick 
your business index or indexes accord- 
ingly. 

Let us examine these three indexes 
more minutely. You will note from ex- 
amination of the chart that the De- 
partment Store Sales Index during the 
current year (1940) reached a low of 
87 in the month of June. Since that 
time it has risen to a high of 99 in 
August, or an increase of 12 points or 
13.8 per cent. Most of this rise oc- 
curred during August when the index 
jumped from a level of 91 ia July to 
99 at the close of the month. This 
marks one of the sharpest rises ever re- 
corded in the history of the index and 
would appear to prophesy that the rise 
in business activity, which up to the 
present time has primarily been con- 
fined to the durable goods industries, 
is now broadening out into the con- 
sumer goods fields. 

What does this mean? From all in- 
dications, consumer buying in the last 
quarter of 1940 will be maintained at 
a high level and the rise will probably 
continue into 1941. 


COMPARISON OF OLD AND REVISED 
FEDERAL RESERVE BOARD INDEXES 
OF INDUSTRIAL PRODUCTION 


In passing, I should like to show 
you a comparison of the old and re- 
vised Federal Reserve Board Indexes 
of Industrial Production. As you prob- 
ably know, the Federal Reserve Board 
Index of Industrial Production is the 
one most widely used by manufactur- 
ers to measure the course of industrial 
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production in this country. Within re- 
cent months this index has been re- 
vised to a new base period, monthly 
average 1935-1939 = 100, and a num- 
ber of new industries, such as machine 
and tool manufacture, aircraft produc- 
tion, rayon production, and chemical 
production have been incorporated 
into its composition. The old index 
was based on the period monthly aver- 
age 1923-1925 = 100. 

The result of these revisions has 
been a tilting of the new index so 
that the yearly averages recorded in the 
period of the ’20’s are lower than 
under the old index and present aver- 
ages are higher than shown by the old 
index. Whether this revision, coming 
out as it does shortly before election, 
has any political bias, I am not in any 
position to comment. The statistical 
treatment of the new index, however, 
incorporates the most recent develop- 
ments in this field. 

How can these indexes be used in 
governing and controlling your com- 
pany operations? To be able to obtain 
an accurate correlation, and _ subse- 
quently forecast your sales or produc- 
tion on the basis of these indexes, it 
is essential that you segregate your 
products into lines. Different types of 
products are affected in varying degrees 
by any change in the business level. 
Thus product segregation and classifica- 
tion is of primary importance in arriv- 
ing at accurate sales forecasts for con- 
trol purposes. In our own company, 
for factory sales and production con- 
trol, we segregate our products into 
twenty distinct lines. We correlate or 
measure the relationship of each line 
with the Annalist Index (now using 
Federal Reserve Board Index of In- 
dustrial Production) of Business Activ- 
ity. In the field, we segregate our 
sales into three product groups and cor- 
relate these sales respectively by sales 
territory with the District Federal Re- 
serve Board Indexes of Department 
Store Sales. 

For sales control purposes, however, 
product line segregation in most cases 
is not sufficient. It is usually desirable 
to determine the breakdown of your 
sales by various channels of distribu- 
tion; that is, retail, wholesale, indus- 
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trial, educational, governmental, and 
so on. 

The installation of tabulating ma- 
chines in the Bausch & Lomb Optical 
Company in 1927 made a trade class 
analysis possible for the first time. Such 
an analysis revealed where we were 
weak, where we were strong, where we 
needed additional products to fill out 
our line, and what channels offered the 
greatest prospects for development. In 
my opinion this is a primary reason 
accounting for our approximately 400 
per cent. growth in the last fourteen 
years. 

In addition to product line and trade 
class sales analysis, it appears to me to 
be an important part of the controller's 
job to carry on certain market analysis 
functions, such as the measurement 
of the potential market for various 
lines of product and determination of 
what percentage of this you are now 
obtaining, what percentage may be 
realized through the installation of ad- 
ditional outlets and dealers. In addi- 
tion, you should know the controlled 
and non-controlled portions of your 
distribution. By controlled distribu- 
tion is meant that portion of your sales 
handled by agencies which are owned 
outright or directly under the jurisdic- 
tion of your corporate organization. 
Non-controlled distribution, naturally, 
constitutes those outlets for your prod- 
uct over which you have no direct con- 
trol. 

Accurate sales forecasting, therefore, 
implies a thorough knowledge of both 


business and market potentialities. 


B&L AFFILIATED COMPANIES SALES 
BRANCHES 


The chart before you shows our 
controlled distribution for consumer- 
type goods. We have six affiliated 
wholesale companies with 192 manu- 
facturing branches covering the United 
States market. These companies were 
acquired in 1927, 1928 and 1929 by 
the Bausch & Lomb Optical Company 
to insure dependable completion of 
manufacture and service to the con- 
sumer on ophthalmic products; that is, 
lenses and frames. These affiliated 
wholesale companies are separate cor- 
porations, each with their own presi- 
dent, vice-president, secretary, and 
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treasurer, which we control through 
stockholdings only. 

From the time of their acquisition 
until August, 1935, the management 
of Bausch & Lomb exercised no cen- 
tralized control over the operations of 
these companies, with the result that 
over that period a large operating defi- 
cit was accumulated. 

In the fall of 1935 we were given 
the job of placing these companies 
under a complete system of control, 
in which every operation of their busi- 
ness would be budgeted. After a pre- 
liminary survey made in September, 
October and November of that year, a 
general conference of the heads of 
these companies was held in Rochester, 
at which time our management an- 
nounced to the officers of these corpora- 
tions the details of the plan of budg- 
etary control which was to be installed 
and that henceforth they would be held 
accountable for conducting their busi- 
nesses according to this plan. 

As a result of the installation of this 
system of wholesale budgetary control, 
affiliated companies’ operations were 
placed on a profitable basis in a single 
year’s time and have continued well in 
the black up to the present time. As a 
further result of this program, sales 
were increased, expenses curtailed and 
profitable operations resulted, which 
have enabled them to pay yearly divi- 
dends to their stockholders and bonuses 
to their employees. I shall discuss the 
setup of this affiliated control in detail 
later. 


CONSUMER MarkET (A, B, C AND D 
TRADING AREAS) 


One of the first steps employed in 
placing these affiliated companies on a 
sound operating basis was the institu- 
tion of a well defined plan of branch 
expansion. A study of the United 
States market, broken down into trad- 
ing areas, was made and sales poten- 
tials in terms of ophthalmic products 
for each area established. Thus we were 
immediately able to determine approxi- 
mately how much of the market we 
were absorbing in each trading area 
covered by an affiliated branch, those 
trading areas which offered the best 
opportunity for further expansion, and 
those areas where the available market 
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was too restricted to warrant considera- 
tion. 

The chart before you shows that 
there are some 677 retail trading areas 
comprising the United States market. 
Of these, 40 ‘‘A’’ trading areas, each 
worth approximately $360,000 or more 
in terms of annual sales volume of 
ophthalmic products, account for 44.9 
per cent. of the entire market. In addi- 
tion, 173 “B” trading areas, each worth 
from $72,000 to $360,000, absorb an- 
other 33.3 per cent. of the market. 
Thus, under an organized plan of na- 
tional distribution, by covering 213 or 
31.5 per cent. of the 677 trading areas 
you would automatically absorb 78.2 
per cent. of the U. S. market. 

Except in isolated cases it was felt 
undesirable to cover the ‘‘C’ and “D” 
outlets, as the volume of potential sales 
in most instances was insufficient to 
support the cost of opening and main- 
taining branches. As a result of this 
study, approximately 70 branches have 
been opened and 7 branches closed in 
the period from 1935 to date, leaving 
a net increase of 63 branches or ap- 
proximately 40 per cent. This expan- 
sion program has been conducted on 
the basis of knowing where the market 
is, what percentage of that market we 
could reasonably expect to obtain, and 
what the probable cost of and return 
on such expansion would mean. In 
other words, planned distribution. 


B&L AFFILIATED COMPANY DISsTRICT, 
SHOWING A, B, C AND D TRADING 
AREAS COVERED 


This map before you represents the 
territory of one of our affiliated com- 
panies and illustrates the extent of 
market coverage we have been able to 
obtain. You will note that every “A” 
and ‘‘B” outlet is now covered and that 
we have expanded into a selected few 
of the ‘‘C’ markets. 


B&L DURABLE Goons DisTRIBUTION— 
THIRTEEN INSTRUMENT SALES 
DIsTRICTS 


In merchandising our durable or sci- 
entific instrument lines of product, we 
employ an entirely separate and dis- 
tinct marketing plan. The map before 
you illustrates the composition and ex- 


tent of the 13 scientific instrument sales 
districts comprising the United States 
market. A separate and distinct sales 
force from that employed in the oph- 
thalmic distribution is used in calling 
on the scientific instrument trade. This 
instrument sales force is segregated into 
four divisions; (1) educational, (2) 
industrial, (3) photographic and (4) 
specialty—each handling a distinct type 
of market, although comparable prod- 
ucts are sold in each group. We fore- 
cast, budget and tabulate our sales sep- 
arately by product line for each of these 
four main divisions by each of the 
thirteen instrument districts comprising 
the total United States market. 


INDUSTRIAL MARKET FOR SCIENTIFIC 
INSTRUMENTS 


Each of the four instrument markets 
has been subjected to an exhaustive 
analysis. This map indicates the break- 
down of the United States industrial 
market for scientific instruments by 
each of the thirteen sales districts. You 
will note exactly how much of the total 
industrial market has been allocated to 
each sales district. On the basis of this 
study we are able to determine the rela- 
tive effectiveness of our industrial sales 
effort in each of the thirteen areas. 


EDUCATIONAL MARKET FOR 
SCIENTIFIC INSTRUMENTS 


This picture of the educational mar- 
ket for the United States, broken down 
into our thirteen instrument sales dis- 
tricts, was derived from a market study 
of the possibilities for the sale of scien- 
tific instruments for educational appli- 
cation throughout the United States. 
The percentage figures assigned to each 
district were determined through a 
study of the number and quality of edu- 
cational outlets, such as schools and 
hospitals, in each district and expressed 
as a percentage of the United States 
total. 

Note the difference in representative 
districts between the industrial and 
educational markets. Whereas the 
South-Central district is worth only 2.5 
per cent. of the United States industrial 
market for scientific instruments, edu- 
cationally it is worth more than 8 per 
cent. 








In applying this study, we allocate 
salesmen’s time and effort on the basis 
of the available market. For example, 
if you had 100 men each in your in- 
dustrial and educational sales forces, 
you should allocate the time of three 
industrial salesmen to the South-Cen- 
tral district and eight educational sales- 
men to that area. 

Unfortunately, time does not permit 
more than a brief mention of the pos- 
sibilities of sales and market analysis, 
but its usefulness as an instrument of 
sales control is practically unlimited. 
It offers the only reasonable answer to 
the problems of determining exactly 
where your market is, what share you 
are now obtaining and what share you 
may reasonably expect to attain and 
how, when and where to expand. 


Propuct Ciass No. 5 SHOWING 
NORMAL TREND 


Turning from market analysis, let 
us review the procedures involved in 
forecasting business conditions and de- 
termining their probable effect upon 
company sales operations. The first step 
in a cycle analysis of your sales or the 
measurement of their relationship to 
business conditions is the computation 
of secular or long-term trends of 
growth or decline by product line. 

We have computed such trends for 
each of our twenty major classes of 
product at the factory. We also have 
made such comparable trend calcula- 
tions by product group for each of the 
192 branches comprising our six affili- 
ated wholesale companies. These trend 
calculations show us the exact rate of 
growth or decline in sales volume over 
the period being measured and under 
our budgetary setup affords an accurate 
means of projecting normal sales opera- 
tions for a year in advance. 

This type of analysis revealed that 
some of our factory product lines were 
experiencing a very rapid rate of 
growth, others a more moderate yearly 
increase, while certain of the lines were 
registering small declines over the pe- 
riod. In the field, likewise, we were 
able to determine what branches were 
expanding rapidly, which were hold- 
ing their own and those which were 
declining in sales volume. Some of 
these sales declines could be ascribed 
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definitely to such factors as a shifting 
of population or increased competition. 
Where there was no plausible explana- 
tion for the decline it could only be 
ascribed to poor sales effort, and thus 
attention was immediately focused on 
the necessity of improving sales effort 
in these weak product lines and locali- 
ties. 

As I promised in my opening re- 
marks, this address constitutes an ac- 
tual demonstration of methods em- 
ployed. This book I am holding is our 
yearly forecast of factory sales by line 
of product. In this analysis we show 
our management the factory sales 
trends of every product class of our 
business from 1925 to date in both 
data and graphic form. We also com- 
pare the performance of each ophthal- 
mic product class sales with fluctua- 
tions in general business activity as 
expressed by the Annalist Index of Busi- 
ness Activity and the Federal Reserve 
Board Index of Department Store Sales, 
and each instrument product class sales 
with the Annalist Index of Business 
Activity and the Standard Statistics 
Composite Index of Industrial Produc- 
tion. We show our management ex- 
actly how product class sales fluctuated 
on an annual volume basis by quarters 
of the current year with fluctuations in 
the business indexes. In addition, we 
show the normal trend value for the 
ensuing year and our estimate of sales 
volume based on a forecast of the prob- 
able business level. 

Before preparing the afhliated com- 
panies’ sales budgets in November, a 
comparable analysis of each company’s 
sales and each branch’s sales by product 
group is forwarded to the respective 
company managements. When I reach 
their offices on my annual budget trip, 
they have had ample time to study their 
past performance and to formulate 
their own opinion regarding business 
conditions in their area and the prob- 
able sales volume that may be realized 
during the ensuing year. 

This chart shows a typical trend anal- 
ysis of a factory product line. As you 
can see, this product enjoys a very reg- 
ular seasonal movement in each year; 
sales being low in the first part of the 
year, rising to a high fall peak and 
then tapering off sharply at the close 
of the year. The dashed line repre- 
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sents a computed trend of growth over 
the period of 1925 to date and the 
dotted line moving through the sales 
data is a 12 months’ moving average 
of monthly sales which eliminates the 
effect of the normal seasonal varia- 
tions. 

By comparing the relation of the 12 
months’ moving average to the trend 
line, one can readily see how sales have 
fluctuated in relation to normal trend 
over the period being studied, where 
they have exceeded normal trend in 
periods of prosperity, and how much 
they have fallen below in periods of 
depression. 

We use this type of chart analysis 
for every one of our factory product 
lines and for each product line in each 
of the six affiliated companies. 

The question often arises, “What is 
normal ?”’ In my opinion, normal is not 
some particular year, such as 1926 or 
1929, but rather a trend line which 
measures average performance over a 
period. We live and operate in a 
dynamic society, subject to constant 
change and fluctuation. What was nor- 
mal yesterday is certainly not normal 
today and will not be normal tomor- 
row. No business is in the fortunate 
position of being able to maintain the 
status quo, and operations in the future 
must be gauged on probable expectancy 
rather than what was done last year or 
in 1929. 


BUSINESS CONDITIONS—EFFECT 
Upon Propuctr CLass SALES 


A vital and essential step in the for- 
mulation of a sales forecast arrived at 
under the type of analysis and study 
which has been described, is the prep- 
aration of a definite estimate of prob- 
able business conditions. Coincident 
with the preparation and presentation 
of our factory product class and affili- 
ated branch sales forecasts in the fall 
of each year, we prepare a thorough 
analysis of the economic factors which 
will govern the state of business activ- 
ity during the ensuing budget forecast 
period and arrive at a tentative esti- 
mate of the probable business condi- 
tions which is then expressed in terms 
of the business indexes with which we 
correlate various sales operations. 

This book in my hand is our 1940 
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Forecast of General Business Activity. 
It contains a Controller's Division fore- 
cast of total industrial production and 
a forecast of the probable conditions in 
certain of the major industries such as 
construction, steel, and automobiles. 
We also analyze the long and short 
term economic factors influencing the 
business picture and summarize the 
basic economic situation as we see it. 
We show a compilation of the opinions 
and forecasts for the coming year of 
leading economists, business and trade 
publications, commercial advisory serv- 
ices, corporations and financial insti- 
tutions. We attempt to give a picture 
of the outlook for commodity prices, 
foreign trade, wages and labor condi- 
tions, financial operations, and in addi- 
tion, a resumé of probable legislative 
developments in the government pic- 
ture and the effect of federal financial 
operations such as deficit spending 
upon commercial business operations. 

This forecast of general business ac- 
tivity is. presented to our management 
and a few of our friends who regularly 
cooperate with us in the exchange of 
the information of this nature. As this 
general business analysis largely de- 
termines our forecast for the industrial 
production indexes with which we cor- 
relate our factory operations, we felt 
that it was highly desirable that man- 
agement have this information in for- 
mulating their plans and policies for 
the coming year. 

This is a rather novel development 
for an industrial concern and we have 
often been subject to the criticism of 
our friends who say we may be step- 
ping out of our field in attempting 
such an analysis. I can answer these 
criticisms only by pointing out our rec- 
ord of achievement in forecasting 
business and business movements over 
the period of the last six years, during 
which this plan has been in operation. 
Consistently, we have been able to 
predict business movements with a 
higher percentage of realization than 
achieved by any commercial advisory 
service with which we are acquainted. 
This has meant that we have been able 
to translate these general business fore- 
casts in terms of our own sales fore- 
casts with a relatively small degree of 
error. The resultant accuracy of both 
our factory and affiliated wholesale 
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company sales forecasts has enabled us 
in turn to plan our production and in- 
ventory for a year in advance within 
very close limits. This has spared us 
the necessity of making the periodic 
revisions in our budget plan which 
would have been necessary with less 
accurate forecasts. 


CORRELATION OF SALES WITH BUSI- 
NESS CONDITIONS—-CONSUMER GOODS 


Here is a picture in graphic form 
of our affiliated wholesale operations 
for the United States as a whole com- 
pared with the Federal Reserve Board 
Index of Department Store Sales. No- 
tice the close relationship of movements 
in our total sales index with the De- 
partment Store Sales Index, how the 
two indexes nest closely throughout 
the period from 1929 to date, and how 
we reflect closely every major change 
in business activity as indicated by the 
Department Store Sales Index. 

One might think that the determina- 
tion of such a relationship for the to- 
tal United States would be a sufficiently 
accurate measure upon which to base 
a sales forecasting program. Our studies 
have shown otherwise; namely, that 
at any given time, there are wide dif- 
ferences in the state of current busi- 
ness activity among various parts of the 
United States and that the composite 
picture while interesting, is of limited 
value in arriving at accurate sales fore- 
casts by territory. What we have done, 
therefore, is to analyze business condi- 
tions for each of our six affiliated com- 
pany sales territories. To make this 
analysis it was necessary to take the 
twelve District Federal Reserve Board 
Indexes of Department Store Sales and 
adjust them by a process of weighting 
to fit exactly our own individual com- 
pany territories. 

To illustrate the difference in current 
business conditions at any given time 
in various parts of the United States, I 
should like to show you three charts 
comparing sales with business activity 
for three of our affiliated company ter- 
ritories. Incidentally, these territorial 
indexes of department store sales have 
been adjusted to a comparable basis for 
each territory; that is, monthly aver- 
age 1923-1925—100. 

Here is a picture of the total sales 





performance of one of our companies 
occupying the southeastern portion of 
the United States compared with busi- 
ness conditions in that area as repre- 
sented by the Department Store Sales 
Index. Notice that both the sales and 
business index are currently fluctuating 
around 120 per cent. of normal. Busi- 
ness is distinctly good in this area. 


NorTH-CENTRAL UNITED STATES 


In contrast, you will note that both 
company sales and Department Store 
Sales in this area, which comprises the 
states of Michigan, Indiana, Ohio, 
Kentucky, West Virginia and Western 
Pennsylvania, or the center of the heavy 
United States industrial activity, are 
operating at a level at the present time 
of only 95 per cent. of normal. Notice 
the sharp pickup, however, in recent 
months in both business and _ sales, 
which may be ascribed to the stimula- 
tion of war orders upon the heavy 
manufacturing industries. 


EAST-CENTRAL UNITED STATES 


In further contrast, this comparison 
of sales and business activity for the 
East-Central portion of the United 
States evidences a range of operation 
around 90 per cent. of normal. In this 
area also, as you will notice, there has 
been a sharp rise in both sales and 
business since the middle of 1940. 

Thus, you have seen three dis- 
tinct sections of the United States 
at the current time in which there 
is a variance in the state of business 
activity ranging from a low of 90 
per cent. of normal to a high of 120 
per cent. of normal. 


BUSINESS LEVELS BY SIX AREAS 
( VARIANCE) 


This chart shows a summary pic- 
ture of the monthly average busi- 
ness levels for each of the six whole- 
sale company territories for the years 
of 1939 and 1940 (estimate). As the 
Department Store Sales Indexes for 
each area have been adjusted to a 
similar base—that is, monthly aver- 
age 1923-1925—100—the annual in- 
dexes reflect the exact levels of bus- 
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iness activity for each of the six 
areas. You will note that there is a 
difference in the Department Store 
Sales Index of more than 30 per cent. 
between the high and low territory 
and that no two areas enjoy the same 
level at any given time. This should 
furnish conclusive proof that blanket 
forecasts of probable business activ- 
ity for the United States as a whole 
as applied to the determination of 
territorial sales forecasts are subject 
to a large degree of error. Such in- 
discriminate application must neces- 
sarily inflict unjust penalties upon 
sales representatives in those areas 
where business conditions are below 
the national average and conversely 
favor those representatives in areas 
where business activity is well above 
the national average. 


CORRELATION OF SALES WITH 
BUSINESS INDEX 


In both our factory and affiliated 
company sales forecasts we subject 
each product line and production 
group to the type of analysis shown 
on the chart before you. As pre- 
viously mentioned, this statistical 
analysis is divided into the following 
three sections: (1) comparison of 
past annual sales with business ac- 
tivity; (2) comparison of quarterly 
sales performance for the current 
year with business activity; and, (3) 
a forecast of sales for the ensuing 
year at various levels of business ac- 
tivity. 

In the first section we show an- 
nual sales stacked against normal 
trend value for the respective year 
covered in the table, providing an 
index of annual sales operations 
which may be compared with the 
averages of the business index with 
which the sales are being correlated. 
Management thus has a complete 
picture of just how the particular 
sales index fluctuated with the bus- 
iness index over the period. 

In the second section, we attempt 
to show management sales perform- 
ance against business by quarters of 
the current year. This is accom- 
plished by taking the actual sales 
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for a particular quarter, dividing 
them by the normal seasonal expect- 
ancy for that quarter and multiply- 
ing the result by 100. This compu- 
tation shows the annual sales volume 
that would have been realized on the 
basis of a particular quarter's sales 
operations. By dividing the annual 
sales volume thus determined on the 
basis of each quarter's operations by 
the annual trend value for the year- 
end, a quarterly index of sales activ- 
ity is thereby determined, which may 
be readily compared with the vari- 
ous quarterly levels of the business 
index. This type of analysis, for 
example, might show that sales per- 
formance for the first quarter of the 
year was at 95 per cent. of normal as 
compared with a business index of 
94 per cent.; that sales operations 
for the second quarter dropped to 
90 per cent. of normal against a drop 
in the business index to 89 per cent., 
and that sales recovered during the 
third quarter of the year to a level 
of 96 per cent. as compared with a 
business recovery to 93 per cent. It 
is from this third quarter or current 
level of operations that the manage- 
ment should project their forecast 
for the ensuing year. 

In the third section of the analy- 
Sis, a representative range in the bus- 
iness index is set up which, on the 
basis of deviation studies, may be 
translated into a probable range for 
the sales index. Management thus 
has only to select a level of business 
activity to see what the correspond- 
ing sales index would normally be. 
The resultant sales index may then 
be multiplied by the extended normal 
trend for the ensuing year and a 
mathematically computed forecast of 
sales obtained. 


Book ToTAL VERSUS TREND 
ANALYSIS 


Most sales managers make the mis- 
take of projecting their sales fore- 
casts from the level of annual sales 
operations as reflected by the audited 
book figures, rather than consider- 
ing the trend of sales during the 


current year. The fallacy of this 
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procedure may be illustrated by ref- 
erence to the chart before you. Here 
is a line of product that shows an 
average sales volume of $100,000 a 
month or $1,200,000 for the year. 
A forecasted sales increase on this 
amount of 10 per cent. or $120,000 
would give a projected sales budget 
of $1,320,000 for the ensuing year. 
Let us assume that sales and business 
were rising constantly throughout 
the year. As shown, sales for the 
first half year amounted to $480,000 
and for the second half were $720,- 
000 or a total of $1,200,000. If we 
assume that 50 per cent. of the year’s 
business is normally consummated 
in the first six months and 50 per 
cent. in the last six months, then the 
company was operating at an annual 
sales volume for the first half of the 
year of $960,000 ($480,000 divided 
by 50 and the result multiplied by 
100) and at an annual level of $1,- 
440,000 ($720,000 divided by 50 and 
the result multiplied by 100) for the 
last six months. Thus, at the level 
of the second six months’ operations, 
the company was operating at an 
annual sales volume well in excess 
of the $1,320,000 sales forecast ten- 
tatively arrived at by a 10 per cent. 
increase over the audited book fig- 
ures for the year. If sales operations 
during the ensuing year continued at 
the level of the last six months’ sales 
operations, even with no further in- 
crease due to improvement in busi- 
ness conditions, it is obvious that the 
projected sales budget of $1,320,000 
would have been far too low and 
could easily have been realized. A 
forecast determined on the basis of 
annual sales alone cannot, therefore, 
offer a true picture of the probable 
sales volume. 

Conversely, in a period of declin- 
ing business and sales activity, the 
projection of sales forecasts from 
the audited book figures would re- 
sult in the establishment of a sales 
budget far in excess of any possibil- 
ity of realization. 

This analysis readily illustrates 
why many company sales forecasts 
determined on the basis of annual 
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Many Groups Working To Preserve 
Individual Experience Rating 


Work is being done in many states, by 
groups of various kinds, to preserve the 
principle of individual employer experi- 
ence rating, in the field of unemployment 
compensation. The Indiana State Cham- 
ber of Commerce is setting up an Em- 
ployment Security Council under the di- 
rection of Clarence A. Jackson, executive 
vice-president of the Chamber. It states 
the purposes of the new Council thus: 

“The Council will have two over-all 
functions. First, it will work to save and 
extend experience rating, legislatively. 
Secondly, it will bring together experts 
in the personnel and employment stabili- 
zation field for the exchange of ideas and 
technical information on how business es- 
tablishments of different types can best 
stabilize employment to earn the greatest 
possible payroll tax reduction.” 

“The plan is to set up the . . . . Coun- 
cil along the lines of our Traffic Council, 
which has functioned successfully for 
years in the freight transportation field. 
It will be composed of technical men, of 
executives in the firms of State Chamber 
members most directly concerned with 
employment stabilization and compliance 
with the unemployment compensation pro- 
gram.” 

“In short, the Council can and should 
do everything in its power to preserve 
and extend the advantages for both em- 
ployers and employees of steady work 
and reduced payroll taxes... .. 

“Employers as individuals and as a 
group must do all they can to prove to 
the Indiana Employment Security Board, 
the Indiana Legislature and the Congress 
that the experience rating theory is best 
for employers, for employees and for the 
public.” 


SEC Helping to Reorganize 
209 Corporations 


The Securities and Exchange Commis- 
sion has become a party to 12 additional 
proceedings under Chapter X of the Bank- 
ruptcy Act, as amended. With the inclu- 
sion of these cases (each of which in- 
volves only one debior) the Commission 
has now become a party to 170 proceed- 
ings under the statute for the reorganiza- 
tion of 209 corporations (170 principal 
and 39 subsidiary debtors). In 86 of the 
170 cases the Commission became a party 


upon the request of the judge, while in 84 
cases it become a party upon the judge’s 
approval of its motion to file a notice of 
appearance. 


Court Holds Chinese Bonds Must Be 
Registered 


The United States Circuit Court of Ap- 
peals for the Second Circuit has held that 
the Securities and Exchange Commission 
is entitled to an injunction against the 
sale of Chinese Government bonds in this 
country unless the bonds are first regis- 
tered under the Securities Act of 1933. 
The Circuit Court of Appeals reversed a 
lower court opinion which had denied the 
Commission an injunction. 

The suit was brought by the Commis- 
sion against the Chinese Consolidated 
Benevolent Association, Inc., an organiza- 
tion which had engaged in the sale of the 
bonds without registration. The Associa- 
tion contended that its activities were 
exempt and that its transactions were not 
transactions by an issuer or an under- 
writer. The majority opinion of the court, 
upholding the Commission, was written 
by Judge Augustus N. Hand and con- 
curred in by Judge Charles E. Clark; 
Judge Thomas W. Swan dissented. 

Judge Hand’s opinion stated in part: 

“It should be observed at the outset 
that the Commission is not engaged in 
preventing the solicitation of contribu- 
tions to the Chinese government or its 
citizens. Its effort is only to prevent the 
sale of Chinese securities through the 
mails without registry. If that can not 
be prevented there is nothing to stop 
Germany, Italy, Japan, or any other na- 
tion, as well as China, from flooding our 
markets with securities without affording 
purchasers the information which the Se- 
curities Act intends to render available 
for investors in foreign bond issues.” 


Production Executives to Help 
Train Men for Industry 


Cooperating with the Office of Produc- 
tion Management in an effort to acceler- 
ate the training of men in defense indus- 
tries, Bristol-Myers Company has given 
hearty approval to the release of two of 
its production executives for part-time 
service as OPM trainers, it is announced 
from the New York offices of the manu- 
facturing chemists. They are Palmer J. 
Lathrop, manager of the Newark, New 
Jersey plant of Rubberset Company, a 
subsidiary, and Edward W. Love, produc- 


tion manager at the Bristol-Myers main 
plant, Hillside, New Jersey. 

The company’s action followed a re- 
quest from Glenn Gardiner, director of 
the New Jersey District, Training Within 
Industry Division of OPM. The New 
Jersey staff of OPM trainers has been set 
up by OPM in cooperation with Rutgers 
University Extension Division and the 
New Jersey State Department of Voca- 
tional Education. 

The OPM trainers, it was explained, 
will be sent to industrial plants working 
on defense contracts and will lend assist- 
ance to foremen, assistant foremen, and 
others responsible for instructing and 
training workmen, by giving short, in- 
tensive coaching courses in how to teach 
a man a job or a new skill according to 
the most practical and experience-tested 
methods. 

Before taking up these special duties 
the OPM trainers themselves will undergo 
intensive training in the course which 
OPM is providing for defense industries. 
Classrooms for trainers are at the Rut- 
gers University School of Pharmacy. 

The OPM trainers, it was said, will 
conduct courses chiefly in the evening. 
Daytime courses are not to take them 
away from their home plants for more 
than five afternoons per month. 


What Is Happening to 
Private Pension Plans 


Some observations by a controller con- 
cerning company pension plans: 

“Many thought that the amendment of 
the Social Security Act sounded the death 
knell of private pension plans, but the 
facts do not bear out that idea. 

“Companies have gone ahead, quite 
generally, with their plans. More plans 
have been adopted recently than was 
anticipated. 

“It is no longer easy to save money, 
and to put funds in investments that pay. 

“Companies can charge the costs of 
pension plans against current income and 
thus reap immediate benefits. 

“Highly paid employees prefer pension 
participation rather than salary increases.” 


Iglauer Presents Tax Views of Dry 
Goods Interest 


“The Balance Sheet” for June publishes 
the statement made by Mr. Jay Iglauer, 
treasurer and controller, The Halle Broth- 
ers Company, Cleveland, before the Com- 
mittee on Ways and Means of the House 
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of Representatives, May 14, 1941, on the 
position of the National Retail Dry Goods 
Association with respect to proposed tax 
legislation. Mr. Iglauer is chairman of 
the Association’s Taxation Committee; he 
is also a member of The Controllers In- 
stitute of America. 


Forty Plus Clubs Find Their Members 
in Greater Demand 


Forty Plus Clubs, cooperative placement 
organizations of American citizens over 
forty years of age who have held execu- 
tive posts paying more than $4,000 a year, 
are today making a material contribution 
to American business. 

While the primary object of the Clubs 
is to find employment for their members, 
they actually are fulfilling what is becom- 
ing recognized as an important economic 
function by making available to employ- 
ers a supply of serious, intelligent men 
of training, experience and poise who are 
capable of occupying executive positions. 

Defense projects under way and being 
started are tightening the labor market. 
Shortage of some types of highly skilled 
workers is reported acute. Predictions 
are made freely that early summer will 
find further shortages in many lines, in- 
cluding executives. To offset this trend 
new labor sources must be explored. 

The chief aim of the organizations is 
to place seasoned men, who are adaptable 
and can be molded quickly to meet the 
employer’s needs—men who have the bal- 
ance which comes only with experience, 
and the common-sense judgment and ex- 
ecutive ability of middle age. It has been 
found that men of this caliber are making 
excellent replacements for others who 
have been drafted into the National De- 
fense program. So far, more than 300 
members of the New York organization 
have been placed back in active and re- 
sponsible service to American business 
and industry. Other clubs have similar 
records. 

After two years of exhaustive study of 
the problems of the worker past forty, the 
State of New York has found that he is 
the most desirable type of employee. An- 
other survey, by the National Association 
of Manufacturers, is most enlightening 
from the standpoint of tangible and in- 
tangible values. Both studies refute much 
of the thinking which in recent years has 
resulted in arbitrary employment age lim- 
its, and made the man with a trace of gray 


in his hair find the work of getting a job 
more difficult. 

The summary of the Manufacturers’ 
study shows that 51 per cent. of employ- 
ers find employees over forty fully co- 
operative; 34 per cent. of them consider 
the older man more efficient; only 1 per 
cent. report him more subject to illness. 
And accident risk in the case of the sea- 
soned employee was reported, by 16 per 
cent., as less than in the case of younger 
workers. 

In such intangible values as reliability, 
efficiency, skill, loyalty, judgment, respon- 
sibility, understanding of labor and of la- 
bor problems, reporting employers rank 
the man past forty extremely high. 


Article by George W. Guth on 


Unemployment Compensation 


The June issue of “Economic Security 
Bulletin,” an informative service for mem- 
bers of the National Association of Man- 
ufacturers, publishes a pertinent article on 
“States’ Rights vs. Federalization in Unem- 
ployment Compensation,” by Mr. George 
W. Guth, Socony-Vacuum Oil Company. 
Before embarking upon a description of 
the current controversy, he traces the de- 
velopment of Unemployment Compensa- 
tion Insurance in this country from the 
beginning. With respect to the present 
discussions, he believes entirely too much 
emphasis is being placed upon the benefit 
paying end of the program, and all too 
little on the fundamental question of the 
prevention of unemployment. Looking 
into the future he advises to ‘make haste 
slowly” and points out that employers 
have a definite responsibility to assist in 
formulating a sound, long-range program. 
The employer can accomplish this by 
working with the state administrator and 
by examining minutely his own employ- 
ment situation. No one can quarrel with 
the principles of true economic security, 
but, he emphasizes, much remains to be 
done in insisting that those charged with 
the responsibility of administration of 
these laws do not get far away from 
the fundamental objective—less unemploy- 
ment. He succinctly presents his views in 
the quotation “work and wages are bet- 
ter than unemployment and benefits.” 


Operating Results of Department Stores 
Analyzed in Bulletin 
Bulletin No. 113 recently published by 


the Harvard University Graduate School 
of Business Administration, Boston, Mas- 


sachusetts, summarizes briefly the typical 
operating results for the period 1929 to 
date and provides in addition detailed fig- 
ures for ten groups of department stores 
and seven groups of specialty stores cover- 
ing the year 1940. The findings are, that 
for the fiscal year 1940 department stores 
achieved total sales averaging more than 
6 per cent. above their 1939 volume, and 
that earnings averaged nearly 5 per cent. 
of sales, the highest percentage returns in 
the last twelve years. This study was made 
possible both by the generous cooperation 
of the executives of numerous individual 
concerns and by the financial support of 
the National Retail Dry Goods Associa- 
tion. The bulletin was written by Pro- 
fessor Malcolm P. McNair. Price $2.50. 


Another Volume Issued in Survey of 
Listed Corporations 


The Securities and Exchange Commis- 
sion has made public Volume VII in the 
series of industry reports based upon a 
Works Progress Administration study 
sponsored by the Commission, and known 
as the Survey of American Listed Corpora- 
tions. 

The report covers five industry groups, 
embracing 96 corporations having securi- 
ties listed and registered on national se- 
curities exchanges at June 30, 1940. Al- 
though the groups were selected because 
of their importance to national defense, 
none of the financial data presented in the 
survey is for a period later than the year 
ended December 31, 1939, and therefore 
does not reflect any increase in business 
because of the defense program. 

The groups which are included in this 
volume are: 

Railroad equipment, 18 corporations; 
radio and radio equipment, 13 corpora- 
tions; non-ferrous metals and their prod- 
ucts, including smelting and refining— 
assets under $20,000,000 each, 21 corpora- 
tions; electrical supplies and equipment 
other than household appliances, 32 cor- 
porations; commercial cars and trucks, 12 
corporations. 

Copies of this Publication, as well as 
of Volumes I, II, and VI, previously re- 
leased, and copies of Statistics of Ameri- 
can Listed Corporations, Part I, a Statis- 
tical Summary of Financial Information 
on 1961 Corporations for the Year 1937, 
may be secured without charge by re- 
quest to the Publications Unit of the Se- 
curities and Exchange Commission in 
Washington, D.C. 
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Business Forecasting 
(Continued from page 267) 
audited book figures are so often in 
error. To arrive at a true picture it 
is imperative that the trend of sales 
and business activity within the year 
be analyzed carefully and that sales 
forecasts be projected only from cur- 

rent operating levels. 


SEASONAL TRENDS 


The use of seasonal indexes which 
measure the normal month to month 
fluctuations within any given year 
has long been employed by most con- 
trollers in the establishment of accu- 
rate monthly sales and production 
budgets. The value of these seasonal 
indexes, however, as applied to the 
preparation of sales forecasts is ap- 
preciated by relatively few. It is ob- 
vious, however, that the successful 
application of the forecasting tech- 
nique we have previously outlined 
depends to a very large degree upon 
an accurate knowledge and interpre- 
tation of these seasonal factors. 

You must know your seasonal 
trends by product line to do an ac- 
curate sales forecasting job. In ad- 
dition, they are factors of inestimable 
value in planning and controlling 
practically every operation of your 
business. You must know when, for 
example, in anticipation of your 
normal sales peaks, to place your 
selling and advertising effort so as 
to achieve maximum results. You 
must know when to bring in ma- 
terial in advance of actual manufac- 
turing operations. You must know 
when to build inventory to meet 
periods of large sales volume. You 
must know whether declines or ad- 
vances in sales activity are normal 
or abnormal, if you are to keep your 
operations under tight control. Only 
an accurate knowledge of your nor- 
mal seasonal variation will supply 
the answers to these problems. 

Upon the completion of the con- 
sumer line sales forecast by branch 
and by company in the field, we are 
in a position to translate this in- 
formation in terms of probable de- 
mand upon the factory for these 
types of products. A study of the 
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purchase absorption of the six affil- 
iated wholesale companies enables 
us to determine accurately what pro- 
portion of their forecasted require- 
ments will be translated into factory 
sales operations. In addition, al- 
lowances will be made for a pro- 
jected increase or decrease in field 
inventory and projected wholesale 
price revision in the field in arriving 
at an accurate estimate of probable 
factory operations. 


CORRELATION OF FACTORY SALES 
WITH BUSINESS ACTIVITY 


Let us now turn our attention to 
the factory side of the picture. In 
the factory as well as in the field, 
the sales of each product line are 
correlated with an index of business 
activity and the relationship or de- 
viation with the business index com- 
puted. When business is at 10 
per cent. we know that certain of 
our factory product lines may be 
normally expected to realize gains 
ranging from 12 per cent. to 30 
per cent. When business is 10 per 
cent. below normal, we may expect 
proportionate declines in sales vol- 
ume. 


EFFECT OF BUSINESS CONDITIONS ON 
ALLIED LINES OF PRODUCT 


This chart illustrates the point I 
am trying to make; namely, that 
different lines of products show dif- 
fering amounts of variation with 
fluctuations in business activity. Here 
is a picture of the effect of a 20 per 
cent. drop in general business ac- 
tivity upon the sales of an electrical 
appliance manufacturer. You will 
note that the sales of everyday re- 
placement items, such as electric 
light bulbs, fall off only 10 per cent., 
while as you progress from the ne- 
cessity to the high priced luxury and 
durable lines of merchandise, the 
corresponding reductions in sales be- 
come 20 per cent. for flat irons, 50 
per cent. for radios and 70 per cent. 
for electric ironers. On the other 
hand, when the business index is 20 
per cent. above normal, these lines 


of products may reasonably be ex- 
pected to evidence comparatively 
large sales gains. 

In forecasting sales for the ensu- 
ing budget period it is necessary that 
a manufacturer carefully review his 
balance order picture if he is to ar- 
rive at an accurate forecast of sales. 
In this regard it is highly desirable 
to know the approximate normal 
balance order carry-over from year 
to year and to determine whether 
the balance orders on hand at the 
time of the sales budget determina- 
tion are larger than normal or less 
than normal and to make due allow- 
ance for this factor in setting up the 
sales budget for the coming year. 

It is axiomatic that an abnormal 
quantity of balance orders on hand 
which can be manufactured and de- 
livered during the ensuing year will 
sometimes exert a large weight in 
the sales picture for the year. For 
example, at the close of 1937 we had 
on hand a very large volume of bal- 
ance orders for scientific instruments 
which had been gradually built up 
during that year, the liquidation of 
which materially sustained the sales 
picture during 1938, which, as you 
know, was a depression year. 

On the other hand, less than 
normal carry-over of balance orders 
usually indicates the presence of a 
high manufacturing inventory, which 
is greater than is needed to service 
current sales volume. In such a case 
the prospective year’s manufacturing 
budget would probably be less than 
the estimated sales budget, allowing 
for an inventory decrease to be real- 
ized. 

The schedule shown represents a 
monthly comparison of beginning 
and ending balance orders sub-di- 
vided between current and future, 
balance orders on hand for the same 
month of the previous year, orders 
received and sales for the current 
month for each of the twenty prod- 
uct classes through which we control 
factory operations. Thus, by exam- 
ination of this schedule, it is pos- 
sible for management to sense the 
change in balance order position 
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F, like so many thousands of execu- 

tives today, some phase of accounting 

is among your problems, why not avail 

yourself of the services of Underwood 

Elliott Fisher and its nation-wide staff 
of machine accounting specialists? 


This staff not only has available all three 
famous lines of Underwood Elliott Fisher 
Accounting Machines, each in a wide va- 
riety of models, but a library of machine 
accounting data that holds the answer 
to practically every accounting problem 
that ever developed. 


Is it a matter involving the handling of 
accounts receivable or payable? Does it 
concern stock control, billing or order 
writing? Or does it embrace pay rolls and 
the maintenance of records in accord 
with Federal and State requirements? 


Underwood Elliott Fisher not only offers 
the right machine for your purpose but, 
without cost to you, the services of its 
staff of specialists in working with you 
in applying this machine to your business. 
Why not telephone our local Branch or 
write today. 


UNDERWOOD ELLIOTT FISHER COMPANY 
One Park Avenue, New York, N. Y. 





Production lines are moving. Factories are in 
ear. But let us remember that " paper 
work” must keep pace! 





ONE OF MANY UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINE MODELS: 
The famous Elliott Fisher Electric Keyboard Accounting Machine 
with the exclusive flat-writing platen. Adaptable because of its 
great flexibility to any business. Eliminates manual handling of 
carbons. Performs many related operations at a single typing. 


Underwood 


Elliott Fisher 


Sundstrand 


ACCOUNTING MACHINES 


Copyright 1941, Underwood Elliott Fisher Company 
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(Continued from page 270) 
during the month, the amount of 
orders on hand which could be 
shipped immediately, provided in- 
ventory was available, and the back- 
log existing for future shipments. 
The comparison with the same 
month of the previous year indicates 
the change of status within the twelve 
months’ period. The comparison of 
sales (shipments) and orders re- 
ceived in conjunction with the cur- 
rent balance order picture indicates 
whether the factory has improved 
its deliveries during the current 
month or has fallen behind. You 
will note that in order to obtain an 
accurate picture of normal commer- 
cial business as distinguished from 
business arising through the defense 
program, we have ear-marked all 
special and contract items by prod- 
uct class and shown them as separate 

quantities. 


FACTORY OPERATIONS UNDER THE 
DEFENSE PROGRAM 


Undoubtedly a large number of 
companies represented in this room 
are already actively engaged in the 
manufacture of material for na- 
tional defense and unquestionably a 
much greater number of you will 
be faced with this situation during 
the next six months. There is no 
doubt in my mind but that the na- 
tional defense program will un- 
doubtedly be the greatest single in- 
fluence upon business activity in this 
country during the next few years 
and your participation in this pro- 
gram will be limited only by your 
ability to produce material of a mil- 
itary or semi-military nature. In 
view of this problem which is facing 
all of us it seems desirable to spend 
a few minutes in analyzing possible 
ways in which defense contracts may 
be handled and the consideration of 
certain questions which will arise if 
they have not already arisen in your 
respective companies. 

Let us examine the position of the 
Bausch & Lomb Optical Company as 
a typical illustration of the problems 
that industry may face under the na- 
tional defense program. 
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A few words in retrospect. Dur- 
ing the first World War, the Bausch 
& Lomb Optical Company was prac- 
tically the only source in this coun- 
try of optical glass and fire control 
apparatus for the needs of the 
United States Army and Navy. Dur- 
ing the period from 1916 to 1918 we 
were called upon to enlarge our pro- 
ductive capacity three-fold and by 
virtue of operating this enlarged 
plant on double and triple shifts, 
seven days a week, we were able to 
increase our output of optical prod- 
ucts by more than six-fold. Practically 
all of our available capacity was uti- 
lized in filling military orders for 
such items as binoculars, periscopes, 
range finders and telescopes, to the 
complete exclusion of normal com- 
mercial business. As a consequence 
of our action the termination of the 
war in 1918 found us caught between 
a cancellation of government con- 
tracts on one hand and almost com- 
plete loss of the commercial market 
on the other, in addition to facing 
the question of what to do with an 
operating plant practically three 
times as large as necessary to meet 
normal commercial demand. 

This situation was not remedied 
until late in the period of the '20’s 
when by the introduction of new 
operating methods and controls, new 
products, a concentrated drive to 
open new markets and the acquisi- 
tion of ophthalmic distribution, we 
were gradually able to increase sales 
volume and reduce operating costs 
to a point where it was possible to 
absorb overhead costs and_ break 
even. This break-even point, how- 
ever, was not reached until eight 
years following the end of the war, 
during which time the company con- 
sistently operated in the red. 

Now this is a situation which no 
thinking controller would ever want 
to see happen to his own company, 
especially if he had been through 
such a situation once before. Ac- 
cordingly, in setting up our plant to 
handle this new rush of defense 
work we are endeavoring, as far as 
possible, to plan operations so that 
this situation will not again develop. 


At the same time, the Bausch & 
Lomb Optical Company wants to do 
everything within its power to meet 
the needs of the United States Army 
and Navy for critical military equip- 
ment. 


COMPANY'S PROGRAM DESCRIBED 


I shall attempt to touch briefly on 
the various steps we have followed 
in laying out our program: 

1. We have carefully reviewed our 
commercial product lines from a 
profit and loss and sales basis and 
have eliminated more than 30 per 
cent. of the present catalogued items. 
This is a step which was forced 
upon us by necessity, but one that 
could advantageously be followed by 
almost any company. 

2. We have endeavored to deter- 
mine as far ahead as possible what 
would be the actual requirements 
for the Army and Navy for defense 
material in terms of material, labor 
and machine hours. 

3. We have accurately measured 
our potential manufacturing capacity 
in terms of labor and machine hours. 

4. By deduction, we have been able 
to know exactly what percentage of 
our actual equipment will be ab- 
sorbed by the military program and 
what percentage will be available 
for the production of normal com- 
mercial items. 

5. Where additional plant and 
machine capacity was necessary to 
meet the defense program, we have 
endeavored to secure such plant and 
machine capacity through the con- 
struction of new buildings, the ren- 
tal of manufacturing space, the farm- 
ing out of certain of our commercial 
lines of product with manufacturers 
in the immediate vicinity, the insti- 
tution of an extensive employment 
training program, and finally, the 
making of necessary provisions for 
the obtaining of sufficient capital to 
finance the enlarged program. 

With this program laid out five 
years in advance as accurately as we 
were able, we placed our produc- 
tion orders for our 1941 manufac- 
turing program into the factory in 
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PROGRESS AND PROFITS 


There’s more to the caption of 
this advertisement than mere 
alliteration. 

There’s the fact that, in almost 
every instance, those business 
and industrial concerns which 
are quickest to recognize pro- 
gressive change, and adapt them- 


selves to it, are the concerns 


which consistently show the 
highest profits. 

There’s the fact that yesterday’s 
production methods are almost 
as obsolete as yesterday’s mili- 
tary tactics. And that goes for 
figure-work production methods 
—where progress has been less 
spectacular but no less real. 

Comptometer methods are an 


integral part of ‘“Comptometer 





Economy” in the handling of 


vital figure work. They are as 
modern as the new Model M 
Cushioned-Touch Comptometer. 
Together, methods and machine 
handle more figure work in less 
time at lower cost. 
* * e 

Felt & Tarrant Manufacturing 
Company, 1734 North Paulina St., 
Chicago, Illinois. 
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August of this year or 17 months in 
advance and expect to place our 
1942 manufacturing program around 

the middle of 1941. 


KNEW PROBABLE COST 


A word about government con- 
tracts. We have worked very closely 
with the Army and Navy over a 
period of years in the manufacture 
of certain items of fire control ap- 
paratus and accordingly were in a 
position to quote authoritatively on 
probable cost of manufacture for 
these items in whatever quantity the 
government might specify. Thus, it 
has been possible for us to negotiate 
directly a large percentage of our 
contracts on a direct bid basis and to 
let the Army and Navy Procure- 
ment Offices know our exact require- 
ments for machinery and material as 
well as our ability to deliver. Ac- 
cordingly, most contracts have been 
set up on a basis whereby the gov- 
ernment will pay us on a lag basis a 
certain percentage of the contract 
cost per month as we are able to 
prove definite stages of completion. 
This has aided materially in taking 
care of the necessary cash program 
involved. 

On the purchase of new machin- 
ery, the company has obligated it- 
self for a certain amount, the bal- 
ance to be purchased by either the 
Army or Navy, who will hold title 
to that portion in their own name. 
On machinery that we own which is 
definitely allocated to the produc- 
tion of defense items, we plan to 
amortize over a five-year period and 
charge the cost of the amortization 
to the cost of the particular Army or 
Navy contract involved. This pro- 
cedure has been accepted and is an 
integral part of the contract. 

Another point of interest. Our 
accounting for military contracts has 
been set up entirely distinct and 
separate from our commercial prod- 
uct and through this means, we are 
allocating to each contract that por- 
tion of overhead cost which is di- 
tectly applicable to the contract. By 
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this we mean such costs as those in- 
volved in the employment training 
program, the reconditioning of plant, 
buildings and machinery, the charges 
on tools, moving expenses, mainte- 
nance charges, and the like and that 
portion of indirect labor and indirect 
expense which is directly applicable 
to the military program. These over- 
head charges, we feel, are justifiable 
costs of manufacturing under the vari- 
ous defense contracts. 


ESCALATOR CLAUSES 


In practically all government con- 
tracts we have found it desirable to 
include escalator clauses protecting 
us in the event of abnormal increases 
in either wage rates or material 
prices. As a measure of labor rates 
for our industry we have selected the 
United States Department of Labor 
Index for Machine Shops and Found- 
ries. This index is used on a number 
of our contracts. Other contracts, 
however, call for the use of our own 
factory index of wage rates, which 
has been accepted by the govern- 
ment as an official measure of the 
average hourly wage costs in our 
plant. As a measure of the material 
prices, we have selected the United 
States Department of Labor Index of 
Non-Ferrous Metal Prices. This in- 
dex showed the widest variations 
during the past World War period 
of any of the various commodity 
price indexes and represents in a 
large measure the type of materials 
entering into our product. 

The operation of the escalator 
clauses is relatively simple. Every 
quarter the government will review 
the performance of the indexes ap- 
plicable to each contract and if 
either average hourly wages or ma- 
terial prices have advanced an es- 
tablished percentage during the pe- 
riod, the company will be reimbursed 
by the government for the extra la- 
bor and material costs applicable 
to particular contracts during the 
quarterly period. I should like to 
point out in this connection that 
these escalator clauses work both 
ways. That is, with a decline in 
either the material or labor rate in- 





dexes the company will make appro- 
priate restitution to the government 
for the amount of the decline. 


DEFENSE PRODUCTION SCHEDULE 


We are preparing weekly a com- 
plete report for our management 
showing the status of the various 
military contracts we have on hand 
for the Army and Navy, the con- 
tracts upon which we have bids out- 
standing, and those contracts upon 
which we contemplate bidding. The 
same information is also currently 
made available on contracts for com- 
mercial items which enter either di- 
rectly or indirectly into the defense 
program. This information shows 
the relative priority of the contract, 
the scheduled manufacture and de- 
livery dates and other pertinent in- 
formation. 


STABILIZATION OF FACTORY OPERA- 
TIONS THROUGH BUDGETARY CON- 
TROL AND PREDETERMINED PLANNING 


To summarize the factory picture, 
I have selected for presentation this 
chart covering the major operations 
of a particular product class. Shown 
in the various sections of the chart 
are: (1) accumulated sales position 
versus budget; (2) monthly sales po- 
sition versus budget; (3) monthly 
accumulated inventory increase or 
decrease versus budget; (4) cost of 
sales realization versus budget; (5) 
monthly material charges versus budget ; 
and, (6) monthly direct labor charges 
versus budget. A similar performance 
record is prepared for each of our 
twenty product classes for monthly 
review by the management. 

This one chart epitomizes the en- 
tire purpose of our factory budgetary 
control plan; namely, stabilization of 
operations. As mentioned before we 
attempt to plan factory operations 
on a straight line basis with a min- 
imum of variation from predeter- 
mined normals. Direct labor charges, 
as you can see, are put in at a con- 
stant rate throughout the year; the 
slight variation in the monthly fig- 
ures being determined by the num- 
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Poor readability of instructions, re- 
ports, and other materials is a major 
cause of error in factory and office. 

That’s why this news of a recent 
scientific development is of vital im- 
portance to management. 

The readability of duplicated ma- 
terials can be measured—to deter- 
mine which copies are suitable for 
use and which are time-wasters and 
fatigue-causers. 

Scientific criteria, including the 
“blink test” described here, have 
shown that the clear, black-and- 
white copies produced on the 
Mimeograph duplicator with 
Mimeograph brand supplies require 
less reading time, cause less eye fa- 
tigue, reduce chances for error—be- 
cause of their high readability. 

In your department especially 


Mimeograph 


MIMEOGRAPH is the trade- 
mark of A, B. Dick Company, 


Chicago, registered in the U. S. 
Patent Office. 





—which ought to be a money saver 
for the entire company—shouldn’t 
you protect your employees from 
unnecessary fatigue and yourself 
from time-wasting, job-delaying 
error—by standardizing on dupli- 
cated materials of high readability? 

It’s good employee relations. It’s 
good, efficient business management. 
Find out how Mimeograph equip- 
ment can help you get good dupli- 
cated copies—economically. Call the 
Mimeograph distributor in your 
community for details, or write 


A. B. Dick Company, Chicago. 


The “Blink Test”—What It Is 
and What It Proves 
Everybody blinks his eyes unconsciously 
while reading. The rate of blinking is indica- 
tive of the strain and fatigue to which the 

eyes are put by the visual task of reading. 


Dept. K-741 


ee 
A. B. DICK COMPANY 


720 W. Jackson Blvd., Chicago, Ill. 
Send me a free copy of The Visibility Yardstick. 
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The “blink test,” developed by Luckiesh 
and Moss of the Lighting Research Labo- 
ratory of the General Electric Company, 
scientifically records the rate of blinking dur- 
ing reading, by means of minute electrical 
activities associated with certain eye muscles 
during the process of reading. 

In actual tests, the blink rate for substand- 
ard duplicated copy was 25% greater than 
that for standard copy, with a corresponding 
increase in eye fatigue and discomfort. Simi- 
lar results have been obtained by other tests 
in visibility and speed of reading. 

The illustration above shows an actual 
research in progress. The jagged white 
line superimposed is an electromyogram in- 
dicating the electrical activity associated with 
the eye movements during reading. 


FREE! Judge duplicated materials in 


= your department yourself! See 
if they come up to accepted visibility stand- 
ards. Send the coupon’ €, Rata hees 
for your free copy of oe WE 


The Visibility Yardstick. VISIBILITY 
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ber of working days in any particular 
month. Material is placed in heavy 
in the fall in anticipation of the next 
year’s manufacturing program and 
again in the spring. All other months 
bear a uniform material load. <A 
translation of this uniform produc- 
tion into sales and inventory posi- 
tion results in our building up fac- 
tory inventory in periods of low 
seasonal activity for subsequent liqui- 
dation in periods of high seasonal 
sales volume, arriving at a predeter- 
mined inventory level at the close 
of the budget period. We have 
achieved truly remarkable accuracy 
in maintaining planned inventory 
position primarily through accurate 
sales forecasting and budgeting. 

The net result of this program 
has been a stabilization of employ- 
ment approached by few other man- 
ufacturers. Through its operation 
we have achieved labor good will, 
higher productivity of labor, lower 
overhead charges through greater 
utilization of plant and productive 
facilities, lower tool, re-operation 
and scrap costs, lower obsolescence 
charges and improved customer serv- 
ice. An over-all reduction of ap- 
proximately 20 per cent. in our cost 
of sales during the last ten years af- 
fords a striking evidence of the ef- 
fectiveness of this program. 

To control both wholesale and 
factory operations we have instituted 
a series of regular daily, weekly and 
monthly control reports for review 
and action by the management. From 
our field zone headquarters we re- 
ceive a daily summary of sales by 
product line which enables us to 
keep in constant touch with the trend 
of consumer purchasing throughout 
the United States. These daily sales 
reports have been of particular value 
in enabling the factory to sense in- 
creases or decreases in consumer 
buying well in advance of the time 
when they would normally be re- 
flected in orders placed with the 
factory for replenishment of inven- 
tory. Accordingly we have been 
able to step-up or reduce factory 
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production well in advance of the 
receipt of actual orders, with a re- 
sultant improvement in service to 
our customers. 

Monthly, we issue to our various 
affiliated wholesale company man- 
agers a comparison of their sales per- 
formance with business activity in 
their respective territories. By meas- 
uring the trend of business activity 
as reflected by Department Store 
Sales, on numerous occasions we 
have been able to warn our sales 
representatives of prospective in- 
creases or decreases in their own 
sales volume. These sales versus 
business analyses have also aided us 
in judging the effectiveness of sell- 
ing effort in our respective territories 
and have constituted a yard stick of 
their efficiency. 

From each of the wholesale com- 
panies we receive monthly by branch 
a profit and loss statement, a branch 
operating statement, a sales analysis 
comparison, an inventory analysis, 
and a job and job cost analysis. 
In addition, from each zone or 
company headquarters we receive 
monthly overhead and headquarters 
statements, monthly balance sheets 
and purchase analyses. From these 
reports we prepare control state- 
ments by branch called “Gain or 
Loss Schedules’, which measure the 
effectiveness of the various branch 
managers in controlling their ex- 
penses in line with the sales and 
cost of sales performance. These 
“Gain or Loss Schedules” represent 
a marked innovation in the field of 
budgetary control. In addition to 
the normal actual budget and over 
and under columns we show an al- 
lowable over and under column 
based on budgeted cost of sales re- 
alization and a final column entitled 
“Gain or Loss in Operations,” which 
reflects the exact amount by which 
each expense item is either in or out 
of balance. These schedules are sent 
with our comments to the manage- 
ment in the field and it is then up to 
the zone headquarters and individual 
branch managers to balance their re- 
spective operations on items out of 
control. 


In the factory, we have instituted 
similar control reports and _ proce- 
dures. Monthly, a comparison of sales 
performance by product line, with 
the various business indexes used in 
correlating the factory sales activi- 
ties, is prepared and submitted to the 
management for consideration. Par- 
ticular product classes, which do not 
measure up to anticipated volume as 
indicated by the business indexes, 
are periodically brought up for re- 
view and every effort made to de- 
termine why anticipated perform- 
ance is not being realized. We have 
found this a valuable check on the 
effectiveness of individual sales ef- 
fort. 

The balance order report previ- 
ously mentioned, is another report 
prepared monthly which falls within 
this control classification. 

Monthly, we submit to our man- 
agement in both tabular and graphic 
form, an analysis of our factory sales 
performance by product line as com- 
pared with the sales performance of 
the optical industry as a whole. This 
enables our management to deter- 
mine in what particular lines we are 
improving our relative competitive 
status, in which lines we are holding 
our own and in what particular 
groups we are falling behind. If a 
sales decline in our percentage ab- 
sorption of the industry is noted in 
a particular line, a detailed study is 
made to determine the reasons for 
this deficiency and recommendations 
made for immediate action to rem- 
edy the situation. 

To balance manufacturing opera- 
tions and inventory in line with ma- 
jor changes in unit sales volume, we 
issue monthly a “Cut or Spend Sched- 
ule’ which determines by product 
line the amount of increase or de- 
crease in direct labor and material 
charges entering into production. 
Factors considered in computing the 
allowable increase or decrease are 
sales position, balance order posi- 
tion, cost of sales variance due to 
sales mix or process changes, price 
changes, business conditions and the 
trend of orders received. Upon is- 
suance of this schedule, each divi- 
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sional manager must determine for 
the respective product classes under 
his jurisdiction, in what particular 
unit lines or departments the indi- 
cated additions or reductions are to 
be realized. 

Top management control of oper- 
ations is exercised through review of 
a monthly profit and loss statement 
by product class, which shows both 
in standard and actual form just how 
monthly operations have run in 
comparison with budgeted perform- 
ance. 

Throughout this entire control pro- 
cedure, we have endeavored to control 
by exception rather than by rule. Only 
those items out of line with budgeted 
or calculated performance are called 
to management's attention. This results 
in eliminating from their desks and 
consideration a great mass of detail, 
allowing them to concentrate their at- 
tention only on those few items which 
need immediate action. 

To summarize, I should like to re- 
view briefly a few of the many ad- 
vantages of the forecasting program 
outlined in today’s meeting: 

1. The study of product trends and 
correlation of the sales forecast with 
business conditions affords an accurate 
means of planning sales, inventories 
and production activity for periods in 
advance. 

2. The translation of these forecasts 
into the budgetary control plan shown 
establishes a definite norm against 
which operations can be measured and 
variances isolated for immediate action 
and remedy by management. 

3. Action on variables is taken daily, 
weekly and monthly—not at the end 
of the year—which is of -inestimable 
value in controlling production, in- 
ventories, costs and profits. 

4. Business conditions information 
gives genuine warnings of what is 
ahead, permitting the adoption of defi- 
nite plans and procedures in advance. 

5. This plan affords an accurate 
measure of the success or failure of 
the management in keeping abreast of 
constantly changing business condi- 
tions. 

6. The final advantages of the plan 
are the goal of every well operated 
business; namely, profits, profit stabil- 
ity and profit improvement. 
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A Controller Advises Foremen and 
Executives on Production Problems 


During 1938, 1939 and 1940, Man- 
ning, Maxwell & Moore invested more 
than a quarter of a million dollars for 
buildings and machinery. We also built 
up our inventories to more than one 
million dollars. Back in 1938, before 
we made these investments, our pro- 
duction per productive hour was $4.29. 
It has gradually declined to a point 
where it is now substantially less than 
$4. When you take the foregoing facts 
into account, it is easy to see the di- 
minishing returns we are getting on 
this additional investment. 

It is not my idea to tell you men 
how to get out production, except to 
say that production is not obtained 
through a clerical system. Produc- 
tion is no miracle and can be accom- 
plished only through physical effort, 
not paper work. The more paper work 
you inject the more you hinder pro- 
duction. 

Generally speaking, a production 
system in a business like this is oper- 
ated on a plan somewhat along the fol- 
lowing lines. 

For simplification, orders are classi- 
fied into three divisions: (1) com- 
pletely assembled units; (2) customers’ 
repair orders; (3) parts made for 
stock. Usually it is a three or four 
figured number for class No. 1; a five 
figured number for class No. 2; a six 
figured number for class No. 3. The 
purpose of assigning order numbers 
in these different series is to use the 
numbers as an index for the disposition 
of the material on the order when it 
is completed. 

For example, all the completed parts 
on the three and four figured order 
numbers usually go to a Process Store 
which is located adjacent to the assem- 
bling or erecting floor where it is stored 
in bins according to its particular order 
number. These bins consist of a series 
of small compartments for the small 
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parts and a space marked off on the 
floor for the parts too large to be put 
in the bins, and from which it is ulti- 
mately taken for assembling and erec- 
tion, and shipped—at which time the 
order number is removed and replaced 
by a new order number. 

This has a twofold purpose; it makes 
unnecessary all the requisitions cus- 
tomarily required to secure materials 
from the Stock Room, and thereby re- 
duces a considerable amount of clerical 
work and, also, reduces trucking and 
handling delay and expense to and 
from the Stock Room. When the unit 
is completely assembled, obviously, the 
particular order bin or bins should be 
emptied. If there is any surplus ma- 
terial in the bins, then the bill of ma- 
terial should be corrected. 

The five figure, or customers’ repair 
orders, usually go direct from the man- 
ufacturing department for shipment 
direct to the customer, rather than pass- 
ing through the Stock Room, which 
thereby also reduces clerical work as 
well as trucking and handling. Cus- 
tomers’ repair orders can be consider- 
ably expedited and production delays 
avoided in breaking down machine set- 
ups when the repair work can be done 
in the Tool Room. Of course, all re- 


pair work can not be done in the Tool 
Room because of insufficient complete 
equipment, but the large majority can. 
However, the major repair units would 
still have to be done on the shop floor. 

The six figured order numbers are 
usually assigned to the manufacture of 
parts which are either differential or 
used in large quantities, and therefore 
when completed go direct to the Stock 
Room for ultimate requisitioning on 
either unit orders or repair orders. 
When requisitioned for use on unit 
orders, they are moved direct from the 
Stock Room to the assembly floor bins. 
When used on a five figured customers’ 
repair order, they go direct to the Ship- 
ping Department. 

The best similarity to smooth pro- 
duction efficiency that I can think of 
that is well known to us all is the age- 
old railroad time table. We know the 
train dispatcher gets the trains off on 
the dot. He knows in advance when 
trains should arrive and leave the dif- 
ferent stations. Also, we all know that 
trains are scheduled on different tracks. 
Obviously, only a certain number of 
trains can be scheduled on the differ- 
ent tracks during each day if confusions 
and delays are to be avoided. The 
smooth operation of these train sched- 





ticular company. 





Production, the big problem for manufacturers today, was dis- 
cussed by a member of The Controllers Institute of America, Mr. 
W. J. Jarrett, vice-president and controller of Manning, Max- 
well and Moore, Inc., of Bridgeport, Connecticut, in a recent 
meeting of foremen and executives of a division of that company 
at Muskegon, Michigan—the Shaw-Box Crane & Hoist Division. 
To be as conversant as Mr. Jarrett evidently is with production 
problems is a fortunate situation for a controller to be in; to be 
asked to give a “pep” talk to shop foremen is indication that 
the widened scope of controllers’ work is being recognized. 

Incidentally, the address is an interesting description of this 
production program and of the procedures followed by this par- 
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ules depends to a large extent on the 
so-called Department Foreman of the 
railroad, but who is known as the Sta- 
tion Master. His job is to get the pas- 
sengers and packages on and off the 
train and the train out so it will arrive 
in the next station on time. That is 
something for you Department Fore- 
men to give thought to. 

Now let us take a brief run through 
the shop with a production order. The 
Engineering Department issues the bill 
of material. You probably all have seen 
them, but for those who have not let 
me explain that it is a list of all of the 
parts necessary to make a complete unit. 
Usually the bill of material goes direct 
to the Stock Room for reconciliation 
with the Stock Cards to find out how 
many of the parts in the bill of ma- 
terial are on hand and in stock. These 
are appropriated or reserved so that 
they will be on hand when needed. 

When these parts are appropriated 
or reserved and the balance still avail- 
able is below our customary minimum 
requirements, a requisition for a new 
production order for parts is then is- 
used to build the stock back to the 
prescribed minimum, or thereabouts. 
Then the bill of material goes to the 
Purchasing Department for the issuing 
of Purchase Orders for such items as 
are in the bill of material which we do 
not have on hand or manufacture. 

After the Stores Department has in- 
dicated in the bill of material what 
items it has on hand and the Purchas- 
ing Department has indicated what 
items it has purchased, there are still 
left parts to be manufactured, and it is 
against these items that the production 
order is issued. Keep in mind all this 
time we are working on a four figured 
unit order, consequently all requisi- 
tions, move orders and purchase orders 
are marked to deliver the material on 
said requisitiof, move order or produc- 
tion direct to the Process Stores bins. 
Thus it is from these Process Stores 
bins that the assembling and erecting 
is done to complete the unit. 

I just mentioned in a general way 
the three different kinds of items in the 
bill of material; viz., items in stock, 
items to be purchased and items to be 
manufactured. In connection with the 
items to be manufactured, a more de- 
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tailed explanation is advisable at this 
point because they are a very substan- 
tial part of the so-called production 
items we are now thinking about; so 
let us analyse one individual patt. 
You all know the design and dimen- 
sions of the part is originated in the 
Engineering Department, which issues 
a tracing from which subsequent blue- 
prints are issued and go into the shop. 
These blueprints carry the dimensions, 
kind of material to be used, the part 
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number, the jigs, fixtures and tools to 
be used in connection with the manu- 
facturing, and usually the sequence of 
Operations to be performed. 

When the order comes into the first 
department it should be accompanied 
by the blueprint and an operation ticket 
for each operation; if the blueprint 
does not accompany the job, then there 
is delay in getting the print from the 
tool crib. Later on you have to go 
back to the tool crib to get the jigs 


AUTOMATIC 
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and fixtures as designated on the blue- 
print, so you can see the foreman can 
save a great deal of time—not only 
to his advantage, but to the shop in 
general, as there is coordination be- 
tween the foreman and the department 
dispatcher to the extent that before a 
job is timed out to an operator the 
foreman and dispatcher have secured in 
advance the necessary prints and tools. 
After the job is completed for move- 
ment to the next operation, both the 
foreman and dispatcher then see that 
the prints and jigs are delivered back 
to the tool crib. 

I should like to direct your thinking 
to the difficulties that arise when more 
than one part is on the same print, as 
is often the case in this shop. Besides 
the delay caused by the operator scru- 
tinizing the print and learning the di- 
mensions, and so on, in connection 
with the operation he is to perform on 
on of the several parts that may be on 
the blueprint, there is the added pos- 
sibility of delay to an operator who 
may also be wanting to use the same 
blueprint in connection with a different 
part that appears on the same print. 
The purpose of bringing this point up 
here is for you to consider whether it 
would not be much more simple to 
have a single print for each part. 

Proceeding from the point where the 
tools and blueprints have been secured 
in advance, the next movement is to 
assign the job to an operator. Right 
here the foreman’s knowledge of the 
work and the men again plays an im- 
portant part. A good foreman gen- 
erally knows which of his men has 
done and can do this particular opera- 
tion the best. Therefore, a good fore- 
man will go over in advance all the 
production orders in his department 
and instruct the dispatchers which jobs 
should be assigned to the different 
operators. 

After the jobs have been assigned, 
the dispatcher times out the job. A 
good custom is to have the operation 
ticket for the operation to be performed 
on the machine. This permits the fore- 
man to circulate among his men, see- 
ing that the job is properly set up, 
properly tooled and the machine prop- 
erly speeded, and that the man is pro- 
gressing at a speed that will permit the 
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operation being performed within the 
prescribed time. If the operator is fall- 
ing behind, the foreman should do all 
that is necessary to correct the situation. 

Briefly, a good foreman knows the 
jobs that each operator can perform 
best, and he lines up his jobs in ad- 
vance and assigns them accordingly. 
He also arranges in the meantime to 
have the dispatcher secure in advance 
the necessary tools and prints to per- 
form the job and to see that they are 
returned to their proper location after 
the job is completed and moved to the 
next operation. All this is time-saving 
and time-saving is production; and in- 
stead of telling the Production Depart- 
ment so that the Production Depart- 
ment can perpetuate the clerical record 
against every machine or time ticket, 
the foreman should have a prepared 
record of all the jobs he has assigned 
against each particular machine for the 
week and at frequent intervals confer 
with the Production Department and 
avoid the assigning of more hours to a 
machine than there are work hours in 
the work period—whether it is day, 
week or month, because you simply 
can not pour two quarts into a one 
quart bottle. 

Nothing is more important than rec- 
ognizing in advance what items of the 
equipment have been assigned in full 
for jobs ahead, so that other arrange- 
ments can be made in the way of either 
additional personnel, additional equip- 
ment, additional shifts, and the like. 
Of course, as each operation is com- 
pleted and moved to the Process Stores 
or Finished Stores, the final move order 
usually passes through the Production 
Department as a notification of items 
that are completed, and so indicated 
on the Production Department’s copy 
of the bill of material. I think it is not 
necessary to run every individual oper- 
ation on Production Records. 

All the foregoing is a very general 
summary of the outline of a general 
production procedure for the benefit of 
any of you men who have had only a 
partial understanding of a general pro- 
duction system. I have tried to inject 
at every available point and to empha- 
size definitely instances in which time 
can be saved by physical effort and 
saved to greater advantage by anticipat- 


ing these physical efforts, thereby sav- 
ing time because, as I have stated be- 
fore, time and production are actually 
the same thing. None of these things 
can be accomplished if all the reliance 
is placed on a clerical system. Also, 
each department is a production center, 
and the foreman the production man 
of that production center. 

You men are probably saying, “If 
he thinks it is as easy as that, I should 
like to see him run my department.” 
I have put many of my years in our 
different shops, and I know it is not 
as easy as the saying, because I know 
some of the things you men have to 
contend with. They are many. I know 
you have to break-down and reset jobs; 
I know you have break-downs on ac- 
count of power, on account of tools; 
that men do not report for work, or 
go home in the middle of a job; and 
many other things; but you men who 
are foremen are foremen because you 
can take care of these situations better 
than any of the other men who are not 
foremen. Otherwise you would not be 
a foreman. 

A man becomes a foreman because 
his mental capacity is above that of the 
average operator; consequently, he 
must do a lot of thinking for the man 
on the machine. 

I once knew a foreman who re- 
gretted all his life that he was ever 
made a foreman simply because all his 
years had been spent in physical efforts 
and his foreman had done all his think- 
ing for him; therefore, he had for- 
gotten how to think. In fact, there 
was not anything he disliked more than 
to do his own thinking. Obviously, he 
did not remain a foreman very long. 

We talk and worry about our pres- 
ent situation, but our problem is not 
unanswerable. The only trouble I see 
in our problem is that nobody goes out 
of Muskegon to try to find the answers. 
Just think, and this is a fact, we are 
only one of probably one thousand 
shops that have more work than they 
can handle and they are solving their 
problems. I think it would be worth 
our while if we would do a little visit- 
ing outside of Muskegon and see what 
the other shops are doing to take care 
of their unusually big back orders. 

Let me close by refreshing your mind 








that we are now working on a Defense 
Program, under which a lot of prob- 
lems are certain to appear that we have 
never had to deal with before. Under 
this program a lot of people fail to 
recognize that they cannot continue to 
carry on their life as they would prefer, 
and I include myself; but it will not 
work out that way. 

Each of us, whether a foreman, store 
keeper, machinist, or whatever we may 
be, must realize that we are now head- 
ing into a condition that will change 
not only our business lives, but also 
our whole personal lives. We shall all 
have to do more things today and more 
and more things tomorrow that have 
never been done before, but to go along 
on the mythological idea that we are 
going to do them the way we did last 
year is impossible. We shall all have 
to change our ways and give more of 
our time and strength if we are to ac- 
complish the very serious task that is 
ahead of us. 


PERSONAL NOTES 


Mr. Reese Tucker, a member of the San 
Francisco Control of The Institute, became 
connected on June 9, 1941, with the West- 
ern Pipe and Steel Company, San Francisco. 
He was formerly assistant controller of Bal- 
four, Guthrie and Company, Ltd., of that 
city. 


Mr. Cleeman Withers is now located 
in Dayton, Ohio, as executive vice-presi- 
dent of the United Aircraft Products, In- 
corporated. He was formerly treasurer of 
the Sperry Gyroscope Company, Incorpo- 
rated, Brooklyn, and was elected to mem- 
bership in The Controllers Institute of 
America in November, 1937. 


Each member of The Controllers Insti- 
tute of America is entitled to a certificate of 
membership. To date 1,286 of these certifi- 
cates have been issued. As a rule they are 
displayed prominently on the walls of con- 
trollers’ offices. Members who have not ob- 
tained certificates are asked to apply to the 
national office of The Institute. 





INQUIRIES CONCERNING 
INSTITUTE INVITED 
The Controllers Institute of Amer- 
ica is a technical, and in a sense a | 
professional organization composed 
of more than 1,500 controllers of the 
larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- | 
quiries are invited. | 
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Controllers Institutes 1940 Year 
Book Makes Its Appearance 


The 1940 Year Book of The Con- 
trollers Institute of America has been 
mailed to members of the organiza- 
tion. It contains much information 
of interest and value to the members. 

The defense program, including 
shortage of materials and labor, is re- 
sponsible in large measure for the de- 
lay in the issuance of this publication. 
It will be no less welcome, because of 
the timeliness of the papers, discussions, 
and other material which it contains. 

This Year Book is the ninth in the 
series published by The Institute, the 
first one bearing the date 1932. The 
series constitutes a most interesting rec- 
ord of the formation and growth of 
the organization. Members who have 
joined The Institute in late years may 
wish to complete their sets of Year 
Books. Copies of the 1935 and 1936 
Year Books are scarce. However, it 
may be possible to obtain isolated 
copies from other members who may 


be willing to part with them. Copies 
of the Year Books for all the years ex- 
cept those mentioned may be had at 
small cost. 

As a general rule, circulation of the 
Year Books is confined to members of 
The Institute. Each year a number of 
members purchase extra copies for 
donation to libraries and universities 
in their cities. The 1940 Year Book 
is priced at $2 for that purpose. 

The complete set constitutes a most 
interesting record of the advancement 
of controllership since the organiza- 
tion of The Controllers Institute of 
America. 

Convention Number 

The annual convention number of the 
Edison Electric Institute “Bulletin” June, 
1941, issue, publishes addresses by Mr. 
C. W. Kellogg, president, Edison Electric 
Institute; by Mr. William P. Witherow, 
chairman, Defense Committee, National As- 
sociation of Manufacturers; by Mr. W. L. 
Batt, deputy director of production, Office 
of Production Management; and others. 
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Officers and Directors Elected by 
Controls for 1941-1942 


Officers of Controls Are Also Members of Boards of Directors 


Baltimore Control 


President, Mr. ARTHUR R. BURBETT, 
First National Bank. 

Vice-President, MR. WALTER L. MATHIS, 
The Black & Decker Manufacturing Com- 
pany. 

Secretary-Treasurer, MR. HowarD Jur- 
GENS, Sherwood Brothers Incorporated. 

Directors: Mr. PETER H. May, Maryland 
Casualty Company; Mr. FRANK J. NAGELL, 
The Black & Decker Manufacturing Com- 
pany. 


Buffalo Control 


President, Mr. JOHN H. Goopwin, Jr., 
Columbus McKinnon Chain Corporation. 

Vice-President, MR. BEN D. BLACK, Wil- 
liam Hengerer Company. 

Treasurer, Mr. AUGUST G. HASELBAUER, 
The Marine Trust Company of Buffalo. 

Secretary, MR. WALTER S. CorRIE, Na- 
tional Gypsum Company. 

Directors: Mr. JAMES G. GIBSON, Chev- 
rolet Motor & Axle, Division of General 
Motors Corporation; Mr. A. NORMAN 
GRAF, Ontario Biscuit Company; Mr. AL- 
BERT H. RUMBLE, Remington Rand, Inc. 


Chicago Control 

President, Mr. EDWIN W. BuRBOTT, 
A. B. Dick Company. 

Vice-President, MR. FRANK L. KING, 
Continental Illinois National Bank & Trust 
Company of Chicago. 

Treasurer, MR. JOHN F. KENNA, Stein, 
Hall Manufacturing Company. 

Secretary, MR. JOSEPH R. SCHULZ, So- 
cony-Vacuum Oil Company, Inc. 

Directors: Mr. E. V. ANDERSON, Na- 
tional City Lines, Inc.; Mr. THomas W. 
BRYANT, Wilson & Company, Inc.; MR. 
Ray W. DosE, Borg-Warner Corporation; 
Mr. A. D. Grote, Illinois Bell Telephone 
Company; Mr. I. H. JOHNSON, American 
Asphalt Paint Company; Mr. F. H. KAISER, 
The Crane Company; Mr. MARTIN KEAGy, 
Crowe Name Plate & Manufacturing Com- 
pany; Mr. Harry W. LILLENGREN, Bliss 
& Laughlin, Inc.; Mr. J. A. MCBRIDE, JR., 
United Drill and Tool Corporation; Mr. 
CHARLES Z. MEYER, The First National 
Bank of Chicago; Mr. HERMAN J. OLT, 
International Filter Company ; Mr. CHARLES 
F. ScutLy, General Candy Corporation. 


Cincinnati Control 

President, Mr. Cart M. DE Buck, The 
Union Central Life Insurance Company. 

Vice-President, Mr. FRED H. ALLEN, The 
American Laundry Machinery Company. 

Treasurer, MR. JAMES M. PENDERY, The 
Fifth Third Union Trust Company. 

Secretary, Mr. KELLY Y. SIDDALL, The 
Procter & Gamble Company. 


Directors: Mr. HERBERT W. BOAL, The 
Andrews Steel Company; Mr. Cari A. 
BusE, The Tool Steel Gear & Pinion Com- 
pany; Mr. Maurice W. GRiESBAUM, The 
A. Nash Company; Mr. JAMES J. Mc- 
AuLEy, The Kroger Grocery & Baking 
Company; Mr. FRANK L. UHLING, The 
P. H. Davis Tailoring Company. 


Cleveland Control 

President, MR. J. E. HEIDGEN, Basic Re- 
fractories, Incorporated. 

Vice-President, Mr. Roy I. MITCHELL, 
Empire Sheet and Tin Plate Company. 

Treasurer, Mr. THOMAS J. TOBIN, Erie 
Railroad Company. 

Secretary, MR. JAMES P. CARPENTER, The 
Cleveland Union Stock Yards Company. 

Assistant Secretary, Mr. C. L. CoLe, The 
Glidden Company. 

Directors: Mr. EARLE V. BATTEURS, In- 
dustrial Rayon Corporation; MR. PEARCE F. 
Boyer, Republic Steel Corporation; Mr. 
GeEorGE A. Cuppy, The Di-Noc Manufac- 
turing Company; Mr. RAYMOND E. DUDEN- 
HAVER, The Shelby Salesbook Company; 
Mr. GEORGE J. GRIKSHELL, Addressograph- 
Multigraph Corporation; Mr. D. E. SADLER, 
The Cleveland-Cliffs Iron Company; Mr. 
E. A. SEFFING, The Cleveland Tractor 
Company. 


Connecticut Control 


President, Mr. Harry F. Jopp, Dicta- 
phone Corporation. 

Vice-President, Mr. J. T. ForRTH, The 
Bassick Company. 

Secretary-Treasurer, Mr. A. J. WIELAND, 
Tilo Roofing Company, Inc. 

Directors: Mr. MarsHatt E. Hoyt, 
Nash Engineering Company; Mr. ROBERT 
R. MERKLE, Schick Dry Shaver, Inc.; Mr. 
Louis M. NIcHoLs, General Electric Sup- 
ply Corporation; Mr. ARLO WILSON, Par- 
ents Institute, Inc. 


Dayton Control 

President, Mr. W. H. KERMAN, The 
Journal-Herald Publishing Company. 

Vice-President, Mr. E. W. WESTON, The 
Weston Paper & Manufacturing Company. 

Secretary-Treasurer, Mr. E. F. CAMPBELL, 
The Fyr-Fyter Company. 

Directors: Mr. RicHarp H. B. ADAMS, 
The City Railway Company; Mr. L. G. 
IHRIG, The Egry Register Company; Mr. 
R. L. KAUFFMAN, The Dayton Pump & 
Manufacturing Company; Mr. Paul J. 
May LE, The Dayton Rubber Manufacturing 
Company; Mr. W. H. NicHoras, The 
Master Electric Company; Mr. G. RUSSELL 
PALMER, The Standard Register Company; 
Mr. WARREN WEBSTER, The Joyce-Crid- 
land Company. 
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Detroit Control 

President, Mr. OTTMAR A. WALDOW, 
National Bank of Detroit. 

Vice-President, MR. GEORGE W.SCHWARZ, 
Michigan Alkali Company. 

Secretary-Treasurer, MR. ALVIN Kropr, 
R. L. Polk & Company. 

Directors: Mr. KENNETH B. COATES, 
Great Lakes Steel Corporation; Mr. MEL- 
BOURNE C. Emery, Bull Dog Electric 
Products Company; Mr. WALTER J. GER- 
ICK, Socony-Vacuum Oil Company, Inc.— 
White Star District; Mr. O. J. GURWELL, 
Thompson Products, Inc.; Mr. ALFRED I. 
HAWKINS, The Timken-Detroit Axle Com- 
pany; Mr. JOHN E. Hearst, S. S. Kresge 
Company; Mr. S. E. HEBERT, Whitehead 
& Kales Company. 


District of Columbia 


President, Mr. O. H. RITENOUR, Wash- 
ington Gas Light Company. 

Vice-President, MR. HAROLD G. HAYDON, 
Potomoc Electric Power Company. 

Secretary-Treasurer, Mr. L. J. VAN 
HERPE, Securities and Exchange Commis- 
sion. 

Directors: Mr. F. CHARLES BROWN, Na- 
tional Geographic Society; MR. FRANKLIN 
H. KENworTHY, Chesapeake and Potomac 
Telephone Company; Mr. Rosert D. 
MARSHALL, Terminal Refrigerating & 
Warehousing Corporation. 


Indianapolis Control 

President, Mr. Victor C. SEITER, Cit- 
izens Gas and Coke Utility. 

Vice-President, Mr. F. J. SCHLATTER, 
Kingston Products Corporation. 

Treasurer, Mr. BERNARD C. SCHAEFER, 
Advance Paint Company. 

Secretary, Mr. W. FosTER OLDSHUE, 
Railroadmen’s Federal Savings and Loan 
Association of Indianapolis. 

Directors: MR. EDwarpD J. Down, Schwit- 
zer-Cummins Company; Mr. HENry F. 
GoLL, Prest-O-Lite Storage Battery Cor- 
poration; Mr. DALE R. HopcEs, Diamond 
Chain & Manufacturing Company; Mr. 
CHARLES R. IsRAEL, Aero Mayflower Tran- 
sit Company; Mr. EDwARD M. KARRMANN, 
American United Life Insurance Company; 
Mr. CHARLES R. KEOGH, American Na- 
tional Bank at Indianapolis; Mr. PAUL 
STARK, Northern Indiana Power Company. 


Kansas City Control 

President, MR. JAMES H. 
Crown Drug Company. 

Vice-President, Mr. ALFRED J. BLASCO, 
Interstate Securities Company. 

Treasurer, MR. JOSEPH A. SECK, Great 
Western Paint Manufacturing Corporation. 

Secretary, Mr. WILLIAM H. LowRANCE, 
American Dairies, Inc. 


SCHULER, 





a- 


at dt 


y 5 


la- 





Directors: MR. ROBERT OSBORNE BAKER, 
The University of Kansas City; Mr. JAMES 
W. FLYNN, Sheffield Steel Corporation; 
Mr. F. W. PEAKE, George A. Breon & Co., 
Inc.; Mr. MAYBEN P. Newsy, Skelly Oil 
Company. 


Los Angeles Control 

President, Mr. CLlyDE A. WARNE, Cali- 
fornia Consumers Corporation. 

Vice-President, MR. HOMER E. LuDWICK, 
Firestone Tire & Rubber Company. 

Vice-President, Mr. EDWIN E. BALLING, 
Jr., Latchford-Marble Glass Company. 

Secretary-Treasurer, MR. FRED H. BROWN, 
Macco Construction Company. 

Directors: Mr. DupirEy E. BROWNE, 
Lockheed Aircraft Corporation; MR. Ros- 
ERT E. KING, Los Angeles Turf Club, Inc.; 
Mr. J. C. YARBROUGH, Los Angeles Rail- 
way Corporation. 


Milwaukee Control 

President, Mr. CHARLES N. BuRTON, 
Oswald Jaeger Baking Company. 

Vice-President, Mr. RICHARD E. VocrT, 
The Herzfeld-Phillipson Company. 

Secretary-Treasurer, MR. WILLtAM S. 
PIERICK, Line Material Company. 

Directors: MR. JOHN J. BALSoM, Harley- 
Davidson Motor Company; Mr. Huco 
KUECHENMEISTER, Ed. Schuster & Com- 
pany, Inc.; MR. CLARENCE H. LICHTFELDT, 
First Wisconsin National Bank; Mr. R. C. 
ZIMMERMAN, Premier Pabst Corporation. 


New England Control 


President, Mr. GEorGE E. BASKIE, 
American Optical Company. 

Vice-President, Mr. JOHN S. LEAROYD, 
Jr., Hygrade Sylvania Corporation. 

Treasurer, Mr. THOMAS A. DuNBAR, 
Boston Elevated Railway Company. 

Secretary, Mr. RICHARD N. Ricsy, Gil- 
lette Safety Razor Company. 

Directors: Mr. ALDEN C. BRETT, Hood 
Rubber Company, Inc.; Mr. MAYNARD F. 
CARTER, Worcester Pressed Steel Company ; 
Mr. GEORGE C. CLAGHORN, American 
Oerlikon Gazda Corporation; Mr. MoRTON 
P. FRANCIS, The Economy Grocery Stores 
Corporation; Mr. WILFRED L. LARKIN, 
Boston Woven Hose & Rubber Company; 
Mr. STUART D. MACLAREN, The Heywood- 
Wakefield Company; Mr. Epwin E. Mc- 
CONNELL, Norton Company; Mr. PAUL S. 
SMITH, Rockwood Sprinkler Company. 


New York City Control 

President, Mr. C. W. Borton, Irving 
Trust Company. 

Vice-President, Mr. G. E. Foster, The 
Brooklyn Union Gas Company. 

Treasurer, Mr. L. W. JAEGER, Colonial 
Optical Company, Inc. 

Secretary, MR. FRANKLIN W. RUTHER- 
FORD, North British & Mercantile Insurance 
Company, Limited. 

Directors: Mr. THoMAS A. Boypb, Gen- 
eral Telephone Corporation; Mr. GEORGE 
I. BRIGDEN, St. Joseph Lead Company; MR. 
ARCHER E. CHURCH, Newsweek; Mr. KARL 
G. CLEMENT, Vick Chemical Company; 
Mr. HERBERT A. EHRMANN, Consolidated 
Edison Company of New York, Inc.; Mr. 
GeorGE D. Extis, Combustion Engineer- 
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ing Company, Inc.; Mr. ARTHUR J. HART, 
R. Hoe & Co., Inc.—Foundry Division; 
Mr. RICHE H. JOHNSON, Socony-Vacuum 
Oil Company, Inc.; Mr. DENNIS J. Mc- 
NAMARA, The Flintkote Company; Mr. 
EARLE G. May, McLellan Stores Company ; 
Mr. VINCENT C. Ross, Prentice-Hall, Inc. ; 
Mr. GeEorGE D. SMITH, United Parcel 
Service; Mr. G. T. ZIGNONE, G. P. Put- 
nam’s Sons. 


Philadelphia Control 


President, Mr. THomas L. Evans, N. 
Snellenburg & Company, Inc. 

Vice-President, Mr. Harotp C. Storr, 
The Board of Pensions of the Presbyterian 
Church in the U. S. A. 

Treasurer, Mr. HAROLD H. GIFFORD, 
Horn & Hardart Baking Company. 

Secretary, MR. GEORGE R. RANKIN, Art- 
loom Corporation. 

Directors: Mr. CHARLES H. Dor£, New 
York Shipbuilding Corporation; Mr. J. J. 
GIPPRICH, The Brown Instrument Com- 
pany; Mr. L. J. GUNSON, Continental Dis- 
tilling Corporation; Mr. CHARLES L. 
Jones, Alan Wood Steel Company; MR. 
JoHN J. KERSHNER, JR., Sears, Roebuck & 
Company; Mr. Mark Z. MCGILL, Collins 
& Aikman Corporation; Mr. WEIR 
MITCHELL, R. M. Hollingshead Corpora- 
tion; Mr. ARTHUR S. PoucHoT, Lee Rub- 
ber and Tire Corporation; Mr. Epwarp E. 
REARDON, Edward G. Budd Manufacturing 
Company; Mr. J. WALTON ST. CLAIR, 
Hajoca Corporation; Mr. J. N. WALKER, 
Royal Oil & Gas Corporation. 


Pittsburg Control 


President, Mr. Cart G. JENSEN, A. M. 
Byers Company; Vice-President, MR. VINE 
F. Covert, Westinghouse Electric & Man- 
ufacturing Company; Treasurer, Mr. Wi1- 
LIAM E. SCHEIBLER, The Union Trust Com- 
pany of Pittsburgh; Secretary, Mr. PERRY 
J. CRANDALL, Rieck-McJunkin Dairy Com- 
pany; Directors: Mr. R. EArt Gray, Kop- 
pers United Company; Mr. CLIFFoRD A. 
Hit1, Dravo Corporation; Mr. M. L. Jar- 
BOE, Diamond Alkali Company; Mr. HEr- 
BERT LAWRENCE, Pittsburgh Screw and Bolt 
Corporation; Mr. A. V. Murray, Wm. B. 
Scaife & Sons Company; Mr. RoBert M. 
OVERALL, Gimbel Brothers; Mr. PAuL .J. 
UrquHart, Aluminum Company of Amer- 
ica; Mr. R. G. WEIGAND, West Penn Power 
Company; Mr. J. F. WoEssNER, Pittsburgh 
Coke & Iron Company. 


Rochester Control 


President, Mr. JosEPH J. My Ler, Neis- 
ner Brothers, Inc. 

Vice-President, Mr. A. N. MaAsuccl, 
Hickey-Freeman Company. 

Vice-President, Mr. THoMAS M. Mc- 
Dermott, Hickok Manufacturing Company, 
Inc. 

Treasurer, Mr. JOHN J. BuRKE, Roches- 
ter Packing Company, Inc. 

Secretary, Mr. G. DONALD McCaTHRON, 
E. E. Fairchild Corporation. 

Directors: Mr. BERNARD J. BARTZ, Rit- 
ter Dental Manufacturing Company, Inc.; 
Mr. W. Leroy JORDAN, Rochester Prod- 
ucts Division—General Motors Corpora- 
tion; Mr. Harotp S. KunHns, The Haloid 
Company; Mr. HERBERT J. NoBLeE, Taylor 
Instrument Companies; Mr. NorMAN R. 
OLLEy, The R. T. French Company; Mr. 
C. J. VAN NiE1, Eastman Kodak Company. 
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St. Louis Control 

President, Mr. PAu L. Jacosy, Ralston 
Purina Company. 

Vice-President, MR. DANIEL M. SHEEHAN, 
Monsanto Chemical Company. 

Vice-President, Mr. LERoy C. ODELL, 
Gaylord Container Corporation. 

Secretary-Treasurer, MR. HENRY J. 
SERTH, Wohl Shoe Company. 

Directors: MR. CLARENCE V. BURNS, 
American Zinc, Lead and Smelting Company ; 
Mr. E. J. CUNNINGHAM, Monsanto Chem- 
ical Company; Mr. A. P. Fox, Lincoln 
Engineering Company; Mr. JOHN R. Ly- 
MAN, Fouke Fur Company; Mr. GEORGE 
A. OBER, Corneli Seed Company; Mr. J 
MAYNARD PETERSON, Western Cartridge 
Company; Mr. JAMES E. ROANTREE, An- 
heuser-Busch, Inc. 


San Francisco’ Control 

President, Mr. FRANK J. MELEyY, The 
H. C. Capwell Company. 

Vice-President, MR. WALTER L. EGGERT, 
Pacific Manifolding Book Co., Ltd. 

Treasurer, MR. OWEN T. JONES, Ameri- 
can Trust Company. 

Secretary, MR. WILLIAM WEBSTER, 
Bankamerica Company. 

Directors: Mr. T. GARTRELL, General 
Metals Corporation; Mr. ALAN H. JOHN- 
STON, California and Hawaiian Sugar Re- 
fining Corporation, Ltd.; Mr. ELMER C. 
STEELE, Dean Witter & Company; MR. J. 
HowarpD WuirTE, Shell Oil Company, In- 
corporated. 

Syracuse Control 

President, Mr. HusBert L. BALME, 
Oneida, Ltd. 

First Vice-President, Mr. CULVER M. 
LussIER, Oswego Falls Corporation. 

Second Vice-President, Mr. JOHN A. 
WILLIAMS, Niagara Hudson Power Corpora- 
tion. 

Secretary-Treasurer, MR. FRANCIS E. 
Doonan, Hall & McChesney, Inc. 

Directors: Mr. STEPHEN B. ANDREWS, 
Goulds Pumps, Inc.; Mr. GEORGE K. 
CHRISMER, Easy Washing Machine Corpora- 
tion; Mr. PAuL B. MurpHy, Central New 
York Power Corporation; Mr. DUNCAN K. 
VAN CLEEF, L. C. Smith & Corona Type- 
writers, Inc.; Mr. EDwARD J. WHALEN, 
Kleen Kap Corporation—Smith Lee Com- 
pany, Inc.; Mr. ARNOLD E. WOoONTON, 
New Process Gear Corporation. 


Twin Cities Control 

President, Mr. WILLIAM F. HAGERMAN, 
The Minnesota Mutual Life Insurance Com- 
pany. 

First Vice-President, Mr. C .W. PERRINE, 
Minnesota Amusement Company. 

Second Vice-President, Mr. ERNEST C. 
PETERSON, Brown & Bigelow. 

Secretary-Treasurer, MR. Frep E. KING, 
Munsingwear, Inc. 

Directors: Mr. H. J. ANDERSON, Pitts- 
burgh Coal Company of Wisconsin; Mr. 
Stacy L. ANGLE, Minneapolis-Moline 
Power Implement Company; Mr. HERBERT 
P. BuETow, Minnesota Mining & Manu- 
facturing Company; Mr. GEorGE H. HEss, 
Jr., Great Northern Railway Company; Mr. 
REYNOLD A. LEE, Powers Dry Goods Com- 
pany; Mr. RoME A. SEXTON, Minneapolis 
Brewing Company; Mr. J. RAYMOND 
SMITH, Northwestern National Bank & 
Trust Company. 








REVIEWS of Recent Business Publications 


“THE BALANCE SHEET OF THE FU- 
TURE,” by Roy A. Foulke. Dun & Brad- 
street, Inc., New York. 99 pp. 


This book is the result of a sixteen-point 
questionnaire regarding accountancy and ac- 
counting problems, directed to bankers, cor- 
porate financial executives, mercantile credit 
men and accountants. One thousand and 
five hundred questionnaires were mailed to 
each group. The questions relate to such 
subjects as the assumption by the auditor 
of full responsibility for verification of in- 
ventory; the showing of details on the bal- 
ance sheet of commitments for future de- 
livery of merchandise with actual market 
prices; uniform balance sheets and income 
accounts available for each division of trade 
and other suggestive ideas. The replies 
from each group on each question, affirma- 
tively and negatively, are listed by percent- 
age, followed by quotations from the opin- 
ions which amplified, justified or qualified 
each answer, together with the author's 
own comments. 

The replies to the sixteen questions natu- 
rally indicate a diversity of opinions. Not- 
withstanding these differences of opinion, 
the answers to most of the questions were 
in the affirmative, showing a trend which 
would lead one to expect that “The Balance 
Sheet of the Future’’ will become much more 
informative than the balance sheet of today. 

Those of our readers who have read Mr. 
Foulke’s previous studies, such as “Behind 
the Scenes of Business,” will find the same 
carefully compiled 14 balance sheet and 
operating ratios, except that these have been 
extended to include 78 lines of business, 
considering more than have previously ap- 
peared. There is a five-year average for the 
years 1935-1939, and other tables showing 
the Inter-Quartile Range for the year 1939. 

Controllers and others interested in these 
subjects will find this study worth their 
attention, particularly the ratios. 

Reviewed by RANDOLPH LANE. 


“RISK ELEMENTS IN CONSUMER IN- 
STALMENT FINANCING,” (Technical 
Edition) by David Durand. National Bu- 
reau of Economic Research, Inc., New York. 
163 pages. $2. 

This is the eighth in a series of studies 
which are a part of an investigation in 
finance initiated by the National Bureau of 
Economic Research and supported by spe- 
cial grants from the Association of Reserve 
City Bankers and the Rockefeller Founda- 
tion. This study brings together the find- 
ings of five previously published studies 
and presents a statistical approach to the 
analysis of certain factors relevant to the 
selection of credit risks and the determina- 
tion of credit standards in the field of con- 
sumer instalment financing. 


About 7,200 reports on loans actually 
made by 37 firms supplied the basic data. 
These firms comprised personal finance com- 
panies, commercial bank personal loan de- 
partments, industrial banking companies, 
and automobile and appliance finance com- 
panies. 

The statistical sampling method used in 
this book, which is illustrated by numerous 
tables, is far from the standard achieved 
by the actuarial analysis of risk along the 
lines used in insurance. Neither is it pos- 
sible to select by this means the particular 
credit policy that will produce the maximum 
profit. This problem is not peculiar to 
loan companies, although in manufacturing 
and wholesaling concerns, experience and 
accounting are the usual methods of at- 
tack rather than formulae. On the other 
hand, for the purpose for which this study 
was made, the author does not claim pre- 
cision, but presents a method of evaluating 
credit risks that is simple, practical and 
without much labor. Evidence is presented 
to show that the results of the statistical 
approach are sufficiently reliable to be of 
great practical value to credit executives in 
solving the relationship between credit in- 
formation and risk experience. 

This being the technical edition, fully 
one-third of the book is taken up by three 
appendices lacking in the non-technical edi- 
tion. These appendices are devoted to a 
highly refined and technical discussion of 
statistical theory and methods concerning 
Theory of Discriminant Functions, Method 
of Discriminant Functions, and Tests of 
Significance. These will be interesting 
chiefly to mathematicians with specialized 
statistical training rather than to practical 
credit executives. 

This study is a scholarly contribution to 
credit procedure in the field of consumer 
instalment finance and we recommend that 
investigators acquaint themselves with the 
findings in this book. 

Reviewed by RANDOLPH LANE. 


“HOW TO SELECT AND DIRECT THE 
OFFICE STAFF,” by Edward A. Richards 
and Edward B. Rubin. Harper & Brothers, 
New York. 179 pages. $2.50. 

This latest addition to office management 
literature is intended primarily for the em- 
ployer of a medium sized or small business 
without an office manager or personnel di- 
rector. Any person, however, whose job 
it is to select, train and supervise an office 
force, particularly clerical and stenographic 
workers, will find much of interest in this 
book. 

Among the subjects discussed are stand- 
ards of performance, application blanks, 
interviews, salary schedules, supervision, 
promotions, raises, lay-offs, sick-leave, vaca- 
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tions, grievance committees, unionization, 
bonuses, credit unions and the use of in- 
telligence and other tests as a guide to the 
selection of applicants. 

The authors are fair to both the em- 
ployer and the employee, and throughout 
the book the advantage of good relations 
between the staff and the employer, and the 
value of cooperation, are brought out as a 
contributing factor to a firm’s successful 
operation. 

This book does not pretend to be a full 
course in personnel administration, but is a 
practical manual which should be useful as 
a ready reference for the businessman and 
personnel officer. 

Reviewed by RANDOLPH LANE. 





QUALIFICATIONS 
| FOR INSTITUTE 
MEMBERSHIP | 


| Membership in the Institute is 
open to— 
a. Controllers. 
b. Assistant controllers when spon- 
sored by their chiefs. | 
c. Persons performing the ac- | 
cepted duties of a controller, 
even though they may have 
other titles, or no titles at all. 
Membership is carefully restricted. 
The Institute is composed entirely 
of controllers, except a small num- 
ber of associate members, and was 
formed for the purpose of assisting 
in the study of controllers’ problems 
and technique, and thus make the 
controller more valuable to his com- 
pany. 
The Institute is not allied with, or a 
part of, any other organization. 


| « 
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Problem in Adjustment of Partners’ 
Indebtedness to Minority Interest 


The Problem: 
A AND B COMPANY, INC. 


A member of The Controllers Insti- 
tute of America was asked to give his 
advice on the proper solution of the 
problem stated on this page. The ques- 
tion was submitted to the Committee 
on Technical Information and Research, 
of The Institute, of which Mr. R. S. 
Holden, of Public Service Company of 
Northern Illinois, of Chicago, is Chair- 
man. The Committee consulted a small 
group of its members. Their replies are 
given here. 

The Company's securities are not 
listed on any exchange. Its book value 
for the common is only around a dol- 
lar a share. However, it has supposedly 
profitable defense contracts on hand, 
making it difficult to calculate the real 
value. Therefore, for the purpose of 
these negotiations it is assumed that the 
5452 shares owned by A and B is 
worth the $180,000 they owe. As 
this is practically a personal service 
corporation, it is desirable to keep A 
and B in control. 

A and B propose to suggest to the 
minority stockholders that A and B 
give up 22.12 per cent. of their shares 
(the minority interest) or 1206 shares 
to the minority stockholders in cancel- 
lation of the $180,000 indebtedness to 
and by the company. 

A and B wish to decide on an equi- 
table basis the number of shares each 
will give up, of the total to be given 
up, considering the difference in their 
liabilities. 

Question—How much of this stock 
should A give up? How much of 
this stock should B give up? 


Five Replies 

Five replies were received. Here is 
what they say: 

“It seems to me the problem, if any, 
in this case is the basis of compromise 
between the respective interests. Since 
that is apparently on an entirely arbitrary 
basis, it would seem the concessions made 
by ‘A’ and ‘B’ respectively, might be just 
as arbitrary. However, assuming that 
other conditions and contributions to the 





Capital Stock Ownership Per Cent. 
Mr. A 2726 Shares Common 38.94 
Mr. B 2726 < - 38.94 
Total A and B 5492” a ’ 77.88 
Minority 1548 ” ‘f 2242 
Total shares authorized and issued 7000 ” “3 100 
Mr. A owes the Company $ 78,000 — 43% 
Mr. B owes the Company 102,000 — 57% 
“$180,000 — 100% 


profits of the institution are equal then 
calculation ‘A’ which distributes the con- 
tribution of ‘A’ and ‘B’ respectively, to 
cancellation of their stock ownership, is a 
very simple and the only reasonable solu- 
tion.” 
“ * x 
“I would stick to the simpler calcula- 


tion ‘A.’ ” 
* * * 


“I agree with the ‘Calculation A.’ This, 
of course, is predicated on the fact that the 
indebtedness of $180,000 owed by the two 
principals to the company is to be can- 
celled in lieu of 1206 shares given to the 
minority stockholders. You will note that 
‘Calculation C’ arrives at the same result, 
although that seems to go around in a 
circle to some extent.” 

* * * 


(Please turn to page 288) 


Three Proposed Solutions 
SHARES GIVEN UP 
Calculation A 














Mi A E206 SHALES: Ge 4G scorer cetacean ea oa Sal 519 
re ee ee ee err eer re er 687 
1206 
Calculation B = 
Mr. B gives Mr. A 5452 shares K 114 = 2726 
2726 K (57 — 43) % equals 191 shares 
Z 
Ms, A—1206 -- 2. minus: 191 equals .....6.ccccciewseccwsseeses 412 
Mc; B--1206. > 2 plis 190 CQUte ..w. oe cc teeatadcusvacevean 794 
1206 
Calculation C 
Total 
$180,000 — @ 22.12% = $39,816 of indebtedness “owned” by minority. 
$180,000 — ~ 5452 shares = $33 — a share. 
Mr. A 


$78,000 — @ 22.12% = $17,253 of indebtedness ‘owned’ by minority. 
$17,253 — @ $33 — a share — 519 shares. 


Mr. B 


$102,000 — @ 22.12% = $22,256 indebtedness “owned” by minority. 
$ 22,256— @ $33 — a share = 687 shares. 


Mr. A gives up 
Mr. B gives up 


— 519 shares 
a5 687 shares 


1206 shares 
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MEETINGS OF CONTROLS 


DISTRICT OF COLUMBIA 
ANNUAL MEETING 
The final meeting of the 1940-1941 
season of the District of Columbia Con- 
trol was held at “Exedra” in Purcelville, 
Virginia, the home of Mr. Franklin H. 
Kenworthy, the outgoing president. He 
was the genial host of the entire Control 
for the day. After a round or “‘splash” 
of golf in the rain, members returned to 
the house for refreshments and dinner. 
The business part of the meeting included 
the reports of committees and the elec- 
tion of officers and directors for the en- 
suing year. 


INDIANAPOLIS 
ANNUAL MEETING 
The final meeting of the present fiscal 
year of the Indianapolis Control was held 
on June 27 at the Highland Golf and 
Country Club. As is customary, this meet- 
ing was more or less an outing. A golf 
tournament was held in the afternoon 
starting at about 1:30 o'clock. There was 
no formal meeting and the only business 
conducted was the election of officers and 
directors for the coming year. 


KANSAS CITY 
Topic: “HOW TO REDUCE AUDIT 
COSTS THROUGH COOPERATION 
WITH YOUR PUBLIC ACCOUNT- 
ANTS” 

Mr. W. L. Johnson, treasurer of the 
Franklin Ice Cream Company and Chap- 
man Dairy, Kansas City, was the principal 
speaker at the June meeting of the Kansas 
City Control. Another speaker was mem- 
ber J. H. Schuler, treasurer of the Crown 
Drug Company. The subject was timely 
and very interesting—‘How To Reduce 
Audit Costs Through Cooperation with 
Your Public Accountants.” The discussion 
which followed the addresses was par- 
ticularly productive. Most of the com- 
panies represented at the meeting had al- 
ready given serious study to the problem 
of reducing audit costs, and many helpful 
ideas were expressed to aid in the rapid 
completion of the accountant’s work 
through the preparation of special sched- 
ules and the organization of company fil- 
ing systems to furnish required documents 
instantly. It developed that not less than 
four nationally known public accounting 
firms practising in Kansas City were co- 
operating whole heartedly with clients in 
working out procedures to reduce audit 
costs. 

The meeting was held on June 9 at the 
Kansas City Club and since it was the last 
of the current year, new officers and di- 
rectors were elected. Appreciation was 
expressed to the retiring officers for their 
able efforts and especially to Mr. Edward 
F. Lyle, president, and Mr. Alfred J. 
Blasco, chairman of the Membership Com- 
mittee. Fifteen new members joined the 
Control during the year. 





LOS ANGELES 
Topic: “THE CONTROLLER’S JOB 
ON CATALINA ISLAND” 

In appreciation of his services during the 
year 1940-1941, retiring President J. C. 
Yarbrough was presented with an engraved 
cocktail set at the annual meeting of the 
Los Angeles Control, held June 19 at the 
University Club. Officers and directors were 
elected for the new year. 

Principal address of the meeting was de- 
livered by Mr. Walter J. Scott of the Santa 
Catalina Island Company, who spoke on 
“The Controller’s Job on Catalina Island.” 
An outline of plans to provide more as- 
sistance to local controls, previously dis- 
cussed at a meeting of directors of The 
Institute held in New York City, was given 
by Mr. Rodney S. Durkee, former Presi- 
dent of The Institute and a member of the 
Advisory Council, 1940-1941. 


NEW YORK CITY 
ANNUAL MEETING 
The New York City Control held its 
annual meeting on June 26 at the Shel- 
ton Hotel, and brought the season to a 
close on a lighter note with social and 
entertainment features. It was Past Pres- 
idents’ Night. Members who have joined 
of late years had an opportunity to meet 
the earlier presidents of the Control, all 
of whom with the exception of Mr. Ar- 
thur E. Davis spoke briefly. The part that 
the Control will pay in arranging and 
conducting the coming Tenth Anniversary 
Meeting of The Institute was discussed 
and suggestions solicited. Officers and 
directors for the coming year were elected 
at this meeting. 


PITTSBURGH 
ANNUAL MEETING 


The annual meeting of the Pittsburgh 
Control and election of officers and di- 
rectors was held on June 25, 1941, at the 
Pittsburgh Field Club, with golf in the 
afternoon, dinner at 6:45 P.M. and the 
meeting at 8 P.M. The Program Commit- 
tee arranged a novel and interesting meet- 
ing. Every member participated in the 
program and had an opportunity to be 
rewarded for his efforts. A famous ‘“Doc- 
tor IQ” was present with his able as- 
sistants and provided jolly entertainment. 
It was the event of the year. 


ROCHESTER 
Topic: “PROBLEMS OF DEFENSE 
WORK” 
The Rochester Control held a discussion 
on problems of defense work at the monthly 
meeting on July 2 at the Rochester Club. 
Those whose firms are actively engaged in 
defense work took a major part. In addition, 
Mr. W. W. McQuilkin, secretary and legal 
department head of the Bausch & Lomb 
Optical Company, was present and an- 
swered questions pertaining to the problem. 
As this was the annual meeting of the 
Control, officers and directors were elected 
for the coming year. 
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SAN* FRANCISCO 
ANNUAL MEETING 
The June meeting of the San Francisco 
Control was held at the Athens Athletic 
Club, Oakland, on June 12. This was in 
line with the policy of holding one meet- 
ing each year in Oakland. This was the 
final meeting prior to the summer ad- 
journment and was devoted to the annual 
election of officers and directors, reports 
of committee chairmen, entertainment de 
luxe, and good fellowship. A good at- 
tendance of members was significant as a 
tribute to President Gartrell for his ef- 
forts throughout the past year. 


ST. LOUIS 
ANNUAL MEETING 


Through the courtesy of member James 
E. Roantree, the June meeting of the St. 
Louis Control was held in the reception 
room of the Anheuser Busch Company’s 
plant on June 23. As usual this last meet- 
ing of the season was devoted to social 
activities and good fellowship. The busi- 
ness part of the evening consisted of elec- 
tion of officers and directors for the com- 
ing year and also consideration of a few 
matters brought up by National headquar- 
ters. 


SYRACUSE 
ANNUAL MEETING 
The annual meeting of the Syracuse 
Control for the election of new officers 
and directors was held on June 17 at the 
Onondaga Golf and Country Club. The 
program consisted of golf at 2 P.M., din- 
ner at 7 P.M., followed by the election 
of officers. The members gave a vote of 
thanks to Mr. J. A. Williams, Niagara 
Hudson Power Company, for the fine job 
he had done as chairman of the Program 
Committee during the past year. The 
new president, Mr. R. L. Balme, an- 
nounced that there would be no meet- 
ings during July and August, and that he 
would appoint committees for the new 
year later. Next year regular meetings 
will be held on the third Tuesday of each 
month at the Syracuse Industrial Club. 


TWIN CITIES 
ANNUAL MEETING 


The annual golf party and closing meet- 
ing of this season of the Twin Cities Con- 
trol was held on May 27 at the Minne- 
apolis Country Club. The starting time 
for the golfers was at 1:30 P.M. and prizes 
were awarded for various events. Dinner 
was served at the Club House and was 
followed by the regular business meeting 
at which officers and directors for the fol- 
lowing year were elected. Guests were 
welcome for both golf and dinner. 


BALTIMORE 
ANNUAL MEETING 
The annual meeting of the Baltimore 
Control was held on June 11 at the Lord 
Baltimore Hotel. The present officers 
and directors of the Control were re- 
elected to serve during the 1941-1942 sea- 
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INSTITUTE ACTIVITIES 








son. It was agreed that a luncheon meet- 
ing in July and one in August would be 
useful in maintaining enthusiasm within 
the Control. With respect to membership 
activities during the summer, each mem- 
ber will receive a list of prospects in the 
Control territory and will signify those 
for whom he will be responsible. Mem- 
bers are looking forward to increased 
activity in the coming year. 


BUFFALO 
Topic: “IMPROVEMENTS IN _IN- 
TERNAL CONTROL” 


The annual meeting of the Buffalo Con- 
trol was held at the Park Club in Wil- 
liamsville, New York, on June 3. For 
those who wished to play, there was an 
opportunity for a golf game starting at 
3 P.M. The business of the meeting in the 
evening was the election of officers and 
directors for next year. The topic for 
discussion was “Improvements in Internal 
Control,” and the leader was member 
— L. Adams of the Buffalo Athletic 
Club. 


CINCINNATI 
ANNUAL MEETING 


The election of officers and directors 
of the Cincinnati Control was held on 
June 17 at the monthly meeting of the 
Control. 


CLEVELAND 
ANNUAL MEETING 
The annual meeting of the Cleveland 
Control was held on June 10 at the Shaker 
Heights Country Club. The president of 
the Control, Mr. H. P. Thornton, of The 
White Motor Company, invited the mem- 
bers to be his guests for golf in the after- 
noon, teeing off about 2 o'clock. The 
business meeting followed dinner, and re- 
ports from committees and officers were 
heard, and officers and directors for the 
new year were elected. Following the 
election of officers the meeting was 
thrown open for discussion of subjects 
brought up by members. 


CONNECTICUT 
ANNUAL MEETING 


The annual meeting of the Connecticut 
Control was held at the Avon Country 
Club, near Hartford, on June 24. The 
business meeting was preceded by golf 
and dinner, and the program consisted 
of the election of officers and directors 
for next year. Mr. Arthur R. Tucker, 
managing director of The Institute, ad- 
dressed the meeting and gave an interest- 
ing account of The Institute’s activities, 
accomplishments, and plans. 


DAYTON 
Topic: QUESTIONS RAISED BY THE 
NATIONAL EMERGENCY AND 
DEFENSE PROGRAM 
The final monthly meeting of the year 
of the Dayton Control was held on June 
12 at the Miami Valley Golf Club. At 
this meeting a discussion was developed 
around particular problems raised by the 
national emergency and defense program. 


Members had sent in questions at the re- 
quest of President-Elect Kerman and the 
evening started with a discussion of the 
priorities system used by O.P.M.; con- 
siderable time was spent on the problem 
of methods used in obtaining metals and 
other materials needed for production. A 
good deal of interest was displayed in the 
escalator clauses in government contracts 
and a discussion of several important 
amendments to the Ohio Unemployment 
Compensation law was very helpful. It 
was impossible to continue the discussion 
due to the late hour, so many questions 
that had been suggested remained for use 
at some future meeting. Officers and di- 
rectors for the new year were elected at 
the May meeting of the Control. 


DETROIT 
ANNUAL MEETING 
The annual meeting of the Detroit Con- 
trol was held on June 11 at the Lochmoor 
Club. Members played golf in the after- 
noon, teeing off at two o'clock. Dinner 
was at 7 P.M. at the Club House and was 
followed by the election of officers and 
directors for the new year. 





EMPLOY MENT 


POSITIONS OPEN 
Accountant Wanted 
A large New England manufacturing 
company is looking for a trained accountant 
in his early thirties to join the staff of the 
Controller's Department. Preferably this 
man should be a college graduate with sev- 
eral years’ experience in public and private 
accounting. Letter should outline qualifi- 


cations and salary desired. Address Number 
372, ‘The Controller.” 











Controller Wanted 

Controller wanted for established and 
successful knitted outerwear company 
qualified to handle responsibilities based 
on broad definition of title. Southern lo- 
cation. Either garment or textile ex- 
perience, or both, desirable. Starting 
salary $10,000 minimum. Reply by letter, 
giving full details with respect to age, 
education, religion, experience, draft status 
and reasons for desiring change, if now 
employed. Address No. 371, “The Con- 
troller.” 


POSITIONS WANTED 


Controller 


This member of The Institute is now 
employed but wishes to make a change. 
Has had twenty years of experience which 
embraces executive direction of accounting, 
credits and collections, and administrative 
routines and systems. Has been five years 
with his present company and eleven years 
in his previous connection. Accounting 
work included reports and their interpreta- 
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tions for the chief executive and board of 
directors, installations of cost accounting 
methods, application of standards, prepara- 
tion of budgets, production of sales and 
other statistical data, and responsibility for 
subsidiary accounting, both foreign and do- 
mestic. Credits and collections work in- 
cluded responsibility for both retail and 
wholesale collections in many divisional of- 
fices and several subsidiaries. Routines and 
systems work included responsibility for 
branch office managers, subsidiary account- 
ing executives, personnel engaged in ad- 
ministrative functions and purchase of all 
supplies of an administrative nature. Age 
46, married, available at reasonable salary. 
Address No. 215, “The Controller.” 


Assistant to 
Financial Executive 

C. P. A. seeks executive position with 
growing industrial concern, preferably in 
St. Louis, as controller or assistant to fi- 
nancial executive. Has wide experience in 
accounting, financial matters, costs, sys- 
tems, income taxes, reports, and financial 
statements. Married. College graduate. 
Age 39. Write Box 358, ‘““The Controller.” 


ARTICLES IN CURRENT 
“ACCOUNTING REVIEW” 
“The Accounting Review” for June, 
1941, publishes the following articles: 
“Accounting Principles Underlying 
Corporate Financial Statements” ; “Tests 
of Income Realization”; ‘Accounting 
in the Graduate Program of the Social- 
Science Student’; ‘‘A Geneology for 
‘Cost or Market’”’; “Reflections of 
Twenty-five Years in the American 
Accounting Association”; ‘Inventories 
from Fetish to Creed’; “What Is 
Proper Training for Accountants?” ; 
“Some Antecedents of the Securities 
and Exchange Commission” ; “Match- 
ing Costs with Revenues in the Flour- 
Milling Industry.” 


Members of The Controllers Insti- 
tute of America who do not possess 
certificates of membership should com- 
municate with the national office and 


‘obtain one promptly. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











The Controller, July, 1941 


Problem in Adjustment 
(Continued from page 285) 


With one of the replies was submitted a third formula which follows: 


As Stockholder 


2726 
A loses = : 


7000 
As Debtor 
A gains 


Net Gain 
As Stockholder 


2726 
B loses —— a 
7000 


As Debtor 
B gains 


Net Gain 


Total 
As Stockholder 


4 


4 
7000 x 


Minority loses 


Shares to be given up — 1,206 
7902.86 


s< $180,000.00 


< $180,000.00 


180,000.00 


$70,097.14 


78,000.00 


$ 7,902.86 
70,097.14 


102,000.00 


22,902.86 


$30,805.72 


$30,805.72 


A gives up 30805.72 x 1,206 = 309.4 shares 


0805.72 


B vives up 22202:86 
BIVES UP 30805.72 


———— X 1,206 = 896.6 shares 


Total 1206.0 shares 


This formula was accompanied by the following comment: 


“I notice in the February, 1940, issue 
of the Journal of Accountancy an article 
on ‘Accounting for the Admission and 
Retirement of Partners.’ This article evi- 
dently deals with the accounting treat- 
ment of partners’ relations, and I believe 
will throw particular light on the funda- 
mentals for consideration in the corpora- 
tion problem that you submitted. 

“The only other comment I can make 
is that after the ‘A and B Company, Inc.,’ 
forgives the indebtedness owed to it by 
Stockholder ‘A’ and Stockholder ‘B’ the 
company will be in dire financial straits.” 

* x * 
One of our members submits his 


solution to the problem as follows: 


“The minority interest has a 22.12% 
interest in the $180,000.00 owed to the 
Company by Mr. A and Mr. B, or $39,- 
816.00. If this amount was to be paid by 
Messrs. A and B in stock, it would entail 
their turning over 1,206 shares at a value 
of $33.00 per share. However, as be- 
tween Messrs. A and B, inasmuch as B 
owes the company $24,000.00 more than 
A, he stands to receive a net benefit of 
one-half of this amount by a cancellation 
of the indebtedness. Therefore, it appears 
that Mr. B should give up $12,000.00 


more of stock than Mr. A, which at a 
value of $33.00 per share, would amount 
to 363 shares, 

“On the above basis, Mr. A would give 
up 240 shares; Mr. B would give up 966 
shares, 

“Stating it another way: 

Mr. A owes the Company.... $78,000 
He has an equity of 38.94% in 

the $180,000 due the company, 

or 70,092 
Therefore, for cancellation of his 

debt, he should pay the minor- 

ity interest 7,908 
(Equivalent to 240 shares at 

$33.00 per share.) 

Mr. B owes the Company 
He has an equity of 38.94% in 

the $180,000 due the company, 

or 70,092 
Therefore, for cancellation of his 

debt, he should pay the minor- 

ity interest 31,908 
(Equivalent to 966 shares at 

$33.00 per share.) 

“There is a tax feature to this transac- 
tion that perhaps should be considered 
and that is, a cancellation of indebtedness 
by a corporation to stockholders is equiva- 
lent to a dividend and taxable to recipi- 
ents as such.” 


102,000 
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LIBERTY 


Our Government, industrial, financial, labor and educational leaders 
are making comprehensive plans for greater progress in the prepared- 


ness program of the United States. 
Collectively, and as individuals, it is our duty to THINK, TALK, 


and ACT constructively in doing our part so that greater speed may 


be made in the advancement and strengthening of our country. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 








TYPICAL of many Burroughs 
developments is this statistical- 
accounting machine that saves 
hours in getting vital figures. 


Control Figures 


TODAYS BURROUGHS that are vital 


to Production 


MANAGEMENT FIGURES— 


provide control tiqures Faster | vist sigureiacts, siststics and 


reports that permit quick de- 
cisions, quick action. 
New Burroughs machines and features provide every 
type of record and figure control in less time, with MATERIAL CONTROL— 
Records that control the flow 


less effort, at less cost. 
of materials to scheduled rate 


To help your business benefit by these developments, of output—furnish up-to-the- 
4 : : ; inute statisti d reports. 
Burroughs representatives offer their experience and a 
technical knowledge of the most modern machines, LABOR ACCOUNTING— 
applications and procedures. Telephone your local Earnings calculations, wage 
Burroughs office. There is no obligation on your part. accruals and payroll records 
that insure proper payment of 
BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. personnel—provide adequate 
statistics and reports. 


Toc iS COST RECORDS— 
Cost-to-date figures — available 
9 every day—that provide ex- 
u 1 a 1 8 | , penseand production controls 
and statistics for review. 


DOES THE WORK IN LESS TIME » WITH LESS EFFORT « AT LESS COST 











